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THE ECONOMICS OF EMPIRE 


I 


AT the close of the Napoleonic campaigns England found 
herself in the most remarkable position that a country has ever 
occupied. A speck upon the circumference of the planet, she 
possessed the effective empire of the world; an island, she 
was the absolute dictatrix of the sea; an industrial and com- 
mercial nation, she had secured in the long war the complete 
monopoly for practical purposes of manufacture and shipping. 
Her accumulated wealth and productive energy were equal to 
those of the whole Continent combined. In spite of the vast 
expenses Of the twenty years’ conflict in which she had swept 
the sea with her fleets and subsidised the allied military power 
of whole nations, not only were her means unexhausted, national 
capital had never increased so fast. Her resources were greater 
at the end of the struggle, for all its colossal cost, than they had 
been at the beginning. She held direct dominion over a fourth 
of the land and all the ocean. 

But also, and this is the fact most important for our present 
purpose, she held even over the rest an indirect dominion. 
Before the age of railways the water was the world’s highway 
in a more exclusive sense than it is now, and the commercial 
communications of mankind were in our hands. We were in 
touch with all nations, and nations not actually contiguous 
could only come in touch with each other through us. Colonial 
and tropical merchandise, raw cotton, Eastern silk, coffee, tea, 
sugar, and spices had to be received through British vessels or 
dispensed with. But the island was the centre of machine 
manufacture as well as the centre of navigation. The growth 
of the cotton trade in the fifty years before Waterloo has been 
justly described as the most wonderful industrial development 
that has yet been witnessed. Not only was there nothing 
outside these islands equal to Lancashire, there was nothing 
resembling Lancashire. The woollen trade was still greater 
than it had been when Defoe wrote in exultation, “ Take our 
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English woollen manufacture, and go where you will you find 
it.” The linen trade was well nigh as extensive as it is to-day. 
In silk we held our own. In metals, in hardware and cutlery, 
boots and shoes, earthenware, china, glass, and the rest, we were 
as unrivalled as in textiles. For all purposes of manufacture 
we were the workshop of the world. For purposes of distribu- 
tion, in respect of the things we did not produce, we were the 
warehouse of the world. We were the carriers of the world. 
We were the bankers of the world. Unless other nations 
bought our wares they could not procure such wares at all, and 
the extent of our sales was only limited by the means of our 
customers and the medizeval measures by which the fiscal policy 
of almost every country restricted exchange. In one word, we 
were as secure even of foreign markets as though they had been 
our own, The one deep blot upon all this brilliant picture of 
national prosperity and power was the condition of the people 
—the pauperisation of agricultural labour and the squalid lot 
of the overworked and underpaid population which had begun 
to swarm in manufacturing towns. Of this part of the matter 
the classical economists then and long afterwards took scant 
account. Ifthe lot of the poor was wretched, competition had 
caused it, and competition would cure it. Cheap labour 
encouraged capital; the encouragement of capital extended 
employment ; and this in its turn would make labour less cheap. 
If the demand for workers increased faster than the population, 
the condition of the masses would be improved. If not, the 
remedy lay in emigration, but not at all in combination among 
the workers or in legislation by the State. 

The weakening of the national and Imperial idea, which may 
be perceived in these doctrines, resulted from the very com- 
pleteness of our success up to Waterloo; from the cosmopolitan 
character of our commerce ; and from the absence for many 
subsequent decades of all serious foreign rivalry upon the sea 
or in manufacture. With the decay of national feeling through- 
out the generations that followed the Napoleonic wars there 
was an increase of human feeling, and a strong tendency to 
believe in the near approach of universal peace and a universal 
friendship between peoples, which would find its natural 
expression in unrestricted trade. Upon the economic side the 
earlier classical economists, in their attitude towards the masses 
of our own people, preached the hardest and the coldest creed 
that could influence a nation. But, in their attitude towards 
foreign countries, and in their whole conception of international 
development, they were actuated, on the contrary, by the 
visionary sentimentalism of Rousseau. This fundamental con- 
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tradiction of thought explains, as nothing else explains, the 
whole history of England throughout the nineteenth century. 
The natural relation of individual men was considered to be one 
of merciless competition, with which the State should do 
nothing to interfere. But the natural relation of peoples was 
considered to be one of harmonious co-operation which the 
State should do everything to promote, and national prejudice 
was regarded as the most vicious and artificial of all passions, 
instead of being, what it essentially is, the vulgar form of the 
instinct of self-preservation. Yet England, in this scheme of 
human society, was always to retain the position she actually 
held as the chief industrial workshop of a world which would 
generally remain agricultural, supplying this country with all 
manner of crude products, and taking back in return all manner 
of finished articles. 

The advocacy of this ideal on the part of Englishmen was 
natural. If it could have been realised, it would have been the 
permanent guarantee for the retention by this country of an 
overwhelming proportion of the world’s wealth and power. 
The only difficulty of this theory lay from the beginning, as we 
shall see, in the total refusal of foreign nations to accept it. 
America rejected it from the outset. Germany, from the time 
of the most original and far-sighted of her economic and 
political writers, Friedrich List, to the time of Bismarck’s final 
breach with Free Trade, rejected it more and more. France, 
though temporarily affected by the ideas of Cobdenism under 
the Second Empire, returned, as she was certain to do, to the 
ideas of Colbert almost immediately upon the recovery of her 
political freedom after the disasters of 1870. The British 
school of political economy, always excepting Adam Smith, 
whom all schools can and do claim as the father of their 
Opposite opinions, under-rated both the power and the value of 
the national idea, whether at home or abroad. They under- 
estimated both the ambition and the capacity of foreign nations 
to offer effective rivalry to this country in manufacture. This 
is, of course, not an indictment against them. It is a matter of 
historic fact, which must be grasped with the utmost clearness 
if we are to understand the commercial policy of this country 
from the beginning of the Great Peace to the repeal of the 
Corn Laws, and from the adoption of Free Trade to the fiscal 
controversy of to-day. 

With the complete predominance in industrial and mercantile 
power which has been described, we seemed to be a century 
in front of the remainder of the world in material development. 
We were certain under these circumstances of conquering 
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every market to which we might be admitted. This was 
the reason which made us in favour of the theory of 
Free Trade. No conceivable theory would have been so 
well calculated to promote our special interests if we could 
have realised it. That is why we have never realised it. 
Real Free Trade would have prolonged our monopoly of 
manufacture in enabling us to suppress, by our immense com- 
petitive superiority, the infant industry of every country in its 
own market. Hence other countries have been led more and 
more to exclude us in order to “ protect” their industrial growth 
and to secure their own markets more and more for them- 
selves. The reasons that decided England in favour of Free 
Trade were, in other words, clearly the reasons which have 
decided the world at large in favour of Protection, and created 
the modern economic situation. We believed that our indus- 
trial success had been wholly due to an inherent superiority in 
position, resources, racial character, and commercial aptitude. 
We thought other nations would dispute it in vain. Other 
nations believed, on the contrary, that our industrial success was 
due, above all, to the fact that we had been left in sole posses- 
sion of the commercial field owing to the political confusion of 
the Continent, and they believed that our supremacy, with 
peace in Europe and patience on the part of its peoples, might 
be seriously disputed and possibly overthrown. In this con- 
ception, as we now perceive, foreign countries were right, and 
the British school of political economy, in the first half of the 
nineteenth century, was mistaken. In the generation before 
and after Free Trade we mistook the temporary condition of 
politics for the permanent conditions of nature. When we 
adopted Mr. Cobden’s policy we thought, as he thought, that 
the world was tending towards an age of cosmopolitan 
liberalism and free exchange—towards a universal acceptance, 
in other words, of English ideas. What was really approach- 
ing was the age of Bismarck, militarism, universal tariffs, and 
destructive competition. 

We have free imports. We have no free exports. We 
define our contention, therefore, at the outset. A country 
which monopolises all the manufactures must be in favour of 
unrestricted access to all the markets. So long as it is 
allowed by other nations to retain this enviable situation it 
must be inclined to Free Trade. A country, on the contrary, 
which no longer monopolises any manufacture, and which 
finds its rivals shutting it out of most of the markets, must 
desire to make itself secure in some of them. Hence, when 
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it has wholly ceased to enjoy free exports it must reconsider 
the theory of free imports. 


II 


Adam Smith was the most practical of writers, and his supe- 
riority over all his successors lies in his profound sense of the 
distinction between the pure science of wealth and the applied 
science of politics. He never forgets that the power of nations 
is not only more important than the wealth of nations, but that 
anything which diminishes the former in the case of any parti- 
cular country must be detrimental to the latter. The econo- 
mist in him was subordinate to the Nationalist. He vindicated 
the soundness of the old Navigation Laws—probably the most 
severe Protectionist measure in history—upon the principle that 
“ defence is more important than opulence.” He was the father 
of the theory of free exchange, which will probably be adopted by 
the world in some future and distant generation, though it has 
not yet been seen in practice. But at the same time Adam Smith 
was the father of Imperial Federation. In a famous passage he 
recommended that the American Colonies should be represented 
at Westminster. If his prescience had been shared by states- 
men the separation of the race might never have occurred, and 
a united North America might actually have been, as he thought, 
possible, the predominant partner of a British Empire twice as 
great and powerful as that which now exists. The founder of 
modern political economy was in no sense an unconditional Free 
Trader of the modern order. He distinctly sanctions a resort 
to retaliation in cases where a country aggrieved by foreign 
restrictions upon its trade has a reasonable prospect of securing 
equal treatment by resorting to retaliation. 

No writer also has explained more clearly than Adam Smith 
the value of the home market by comparison with the foreign 
market. Two parties must be benefited by an ordinary trans- 
action in trade. But where the transaction takes place between 
two citizens of the same country, that country receives both the 
benefits. Ina case of foreign exchange a country receives only 
one side of the benefit. Another nation receives a benefit which 
may be equal or superior ; and as the second nation may be an 
enemy to the first the net result of the transaction may mean a 
relative disadvantage to the first. Thus far Adam Smith is 
above the quarrels of the day, and both sides may claim him. 
He may be claimed for Mr. Chamberlain’s policy under each of 
its three aspects—that which implies, in consequence of the 
German treatment of Canada, the resumption by this country of 
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the power to retaliate ; that which seeks to strengthen the home 
and to extend the colonial market as compensation for the 
closing of foreign markets ; and that which sees in preferential 
trade the true means towards Imperial Federation. Also, 
though the author of the “‘ Wealth of Nations” is the father of 
free exchange as a doctrine—of the Free Trade theory proper 
—not a sentence can be quoted from his pages showing him to 
be the father of ‘‘free imports” as an actual and unreciprocated 
policy. Free imports are an inference which successors have 
drawn from his doctrines, but as we have seen they are nowhere 
laid down as an express and unconditional article of his doc- 
trines. Upon the contrary, the Navigation Laws, which he 
defended on political though not on economic grounds, pro- 
hibited foreign nations altogether from bringing colonial imports 
into this country, and were the most complete contradiction to 
the letter and spirit of Mr. Cobden’s policy. 

Nevertheless, if free imports are a pure inference from Adam 
Smith’s teaching it is well to see how that inference was drawn. 
The foundation of his whole system of political economy lies 
in the principle of the division of employments. In other 
words he laid down with unsurpassable clearness the unalterable 
truth that specialisation means efficiency. When many hands 
made different parts of a pin the article was produced in a 
quantity and with a speed impossible upon the principle of one 
person one pin. A man is a better farmer if he is not at the 
same time a tailor, as a man is a better physician if not at the 
same time a lawyer. Now the division of employments for 
purposes of production implies the necessity of exchange and 
the absurdity of restrictions upon the exchange either of 
goods for goods or services for services. This is the view that 
we all accept in our private lives. 

It is true that individuals following different employments 
are necessary to each other. But what is by no means true 
is that persons following the same employment are equally 
necessary to each other. The smith is indispensable to the 
farmer, the farmer to the smith, the tailor to both, the physician 
to all of them, and the freer they are to give their services to 
each other the better. Here we have the whole explanation 
of the theory of free exchange and the whole origin of what is 
a very different thing, the policy of free imports. Nations 
were conceived as individuals following different pursuits, 
each having a special aptitude for producing commodities 
needed by the rest, In that case Free Trade between 
different States would be unquestionably as advantageous 
as the free interchange of goods or services among all 
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parts of one country and all citizens of the same nation, 
Among nations upon an actual level of industrial develop- 
ment free competition would indeed be the only means of 
proving to what particular employments they were relatively 
adapted. 

But in constructing a theory of international intercourse upon 
the analogy of private intercourse, one side of the matter was 
completely overlooked. There is not only such a thing as 
division of employments, making co-operation necessary and 
restriction absurd; there is such a thing also as identity of 
employments, which involves a completely different relation— 
the relation not of co-operation but of competition. Here at 
once the destructive element comes into play, and the theory 
of free exchange no longer applies. If two persons make two 
heads of a pin, to recall once again Adam Smith’s most familiar 
illustration, and only one head of a pin is needed, they cannot 
combine their activities, are no longer beneficial to each other, 
their interests are no longer identical, but, on the contrary, one 
can succeed only at the expense of the other. The existence of 
the farmer is indispensable to that of the village tailor, but the 
appearance of a second tailor where there was only one before 
is by no means an unmixed benefit to the first. The whole 
structure of Cobdenism is founded upon the assumption that 
division of employments with the consequent necessity and 
advantage of the freest possible exchange, would continue to 
be a more decisive factor in economic policy than identity of 
employments involving the destruction of interests upon one 
side by the competitive success of similar interests upon another 
side. 

The main question, therefore, in 1903 is not a question of 
theory, but a question of fact. You cannot in ordinary life 
assume a man to be a physician who may not be a physician, 
The point is whether as a matter of fact he is a physician. 
When free imports were adopted, for instance, we were the 
only considerable manufacturing country in the world, and our 
intercourse with the remainder of the world was co-operative, 
and not to any appreciable extent competitive. America was 
a large buyer of our goods, and had not yet become an over- 
whelming producer of corn. Her cotton manufacture, which 
is now larger than that of Lancashire, was then an industry of 
entire insignificance. Her iron industry had no effective 
existence. Now America makes more than twice as much pig- 
iron as we do, and she makes three times as much steel. She 
has thrown our land out of cultivation by her agricultural 
abundance, and at the same time has withdrawn a large part 
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of her former orders from our factories, and will necessarily 
avail herself of the free-imports system in a time of crisis for 
the purpose of displacing our iron and steel manufactures in 
this country by her surplus production. France, in spite of 
Defoe’s exultation, sends us vastly more woollen goods than 
she purchases, and, in spite of the hopes built upon Cobden’s 
treaty, sells more cotton goods than she buys. Germany, like 
America, produces more pig-iron than we do, and at no distant 
date, with her present rate of progress, will make annually 
twice as much steel. 

In 1846, when England was still the chief and almost the 
sole workshop of the world, and when foreign nations were 
both our providers of raw materials and food and our customers 
for finished goods, the actual characteristic of international 
commerce was a broad division of employments as between an 
industrial island and an agricultural world. This is why free 
imports were adopted with confidence in 1846, and were 
for a long time successful. But again, as a matter of fact, 
the dominating characteristic of modern commerce now 
is the identity of employments among the principal indus- 
trial nations. Therefore each nation is endeavouring to 
enlarge its trade at the expense of the others, conceding 
the narrowest possible market to its neighbours while 
securing the largest possible market for itself. That is 
why the whole doctrine of free imports in 1903 is shaken 
to the base. If division of employments among nations had 
remained an actual fact, free imports would have remained 
an indisputable policy ; for free exchange would have been 
in the equal and evident interest of all nations, and Free Trade 
would have become universal. We have been excluded by 
hostile tariffs from the markets of competitive countries simply 
because our most successful and powerful employments 
were identical with those which the rival industrial nations 
desired to establish. The co-operative principle of divided 
employments in international commerce formed the basis of 
Cobdenism. The competitive principle of identical employments 
destroys it. 


Il 


At the outset let us do justice to Richard Cobden, and try 
to understand the point of view of this great but fallacious 
Englishman—an Englishman as typical in his different way as 
Cobbett himself, and governed by that fact unawares. When 
he believed himself to be actuated by cosmopolitan theories he 
was really impelled by intensely insular ideas. Hence, when he 
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appealed to mankind at large, his most effective opponent, Fried- 
rich List, with just alarm, warned all Germany against him. All 
Germans of deepest insight knew that their destiny would have to 
be worked out by war as it had been worked forward by war. 
They knew that the conflict of interests and ambitions between 
peoples were only too real. They held that there was no 
reason for other nations and races to be satisfied because 
England had got all she wanted in politics, and could desire 
nothing further but full play for her crushing economic 
power in all the markets of the world. There was international 
division of employments only because England well-nigh mono- 
polised all the superior employments. A continued division of 
employments in that sense would relegate the other peoples 
permanently to the inferior employments, That was not a 
position which they could be or were prepared to accept. 
Cobden was a widely travelled man. But the mark of his 
mind was that wherever he went he saw nothing that did not 
strengthen him in his previous opinions, It does not appear 
that the moving spirit of the Corn Law League had read 
Friedrich List, who, remarkable to say, is not once mentioned 
in Mr. Morley’s biography. If Cobden had read that economist 
he would have despised List’s system of “ national economy,” 
as the Edinburgh Review did, for the reason that it was 
national, though this very fact has determined its ultimate 
triumph over Cobden’s own doctrines. One thing alone he 
foresaw and clearly predicted—that the manufacturing develop- 
ment of the United States was inevitable and would be formid- 
able. What he unfortunately did not foresee even here was that 
America, to secure that development of her home production, 
would attack British exports more and more severely, and 
would base her whole fiscal policy upon the deliberate repudia- 
tion of the Cobdenite theory of exchange. Then with regard to 
the continental countries, Cobden saw that the actual state of 
things was division of employments. Owing to his lack of 
the historic sense and of the higher order of imagination, he did 
not understand that the real ambition of the majority of civilised 
mankind would be to rise above their lower economic status 
and to obtain, as nearly as might be, an equality of employ- 
ments with this country. The sanguine and somewhat facile 
idealism which helped to make him unsuccessful in business, 
helped equally to make him a dangerous guide in national 
policy. But with his unrivalled organising power, his elevated 
and sincere character, his lucid and persuasive intelligence, he 
was wonderfully well fitted to play the part of the triumphant 
agitator against a bad system. The practical bent of his 
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energy was determined by two things. He was a cotton 
manufacturer—belonging to the greatest and also the most 
exotic of our trades. That trade depended, as it still does, 
exclusively upon imported raw material in the first place, and 
almost exclusively upon export trade in the finished stuffs, 
But also Richard Cobden, as the son of a ruined yeoman, was 
helped by his antipathy to landlords and by his knowledge of 
land. He was a farmer’s son, to whose family the Corn Laws 
had not meant success. We are bound to believe that his 
political thought and action were coloured by this fact more 
deeply than Mr. Morley indicates. 

As a cotton manufacturer Cobden desired Free Trade—free 
imports of raw products, free exports of finished products—as 
a matter of course. The only error lay in overlooking the fact, 
obvious to us, but not at that time obvious, that other nations 
would desire to create Lancashires of their own — that 
foreign nations were certain not to have the same interest in 
conceding free exports that Cobden had in desiring them. 
His idealism and his interests worked naturally together 
against everything that he understood by “monopoly and 
restriction.” But he regarded the Corn Laws, in the expres- 
sion he frequently used, as “the keystone in the arch of 
monopoly.” Pull that out and the whole of the old fiscal 
system would collapse. We have seen the theories upon which 
that result was advocated. We shall now glance at the method 
by which it was secured. 

Free imports are of course a negative. They are not a 
system, but they are the absence of one. Cobden’s aim there- 
fore was purely destructive, and he achieved it because the thing 
he attacked was bad as it stood. The old tariff had become a 
stupid and injurious mechanism, and the sliding scale was its 
most stupid and injurious device. We know now that our 
medizval forefathers had originally been shrewder and more 
practical men than we had long been aptto think. Their con- 
ception of commercial policy was not widely different from the 
late Mr. McKinley’s, or from that of the German Emperor, or 
from that of any modern framer of a national tariff. Their 
object in imposing fiscal restrictions was not really to restrict 
trade, but to encourage home production rather than foreign 
production. The McKinley Act forced Yorkshire woollen 
manufacturers to set up ‘factories in America, just as Mr. 
Chamberlain’s policy would force a large number of the 
American and Continental firms now supplying us with foreign 
manufactures to create employment here. But Edward III. 
aimed at and achieved precisely the same object when he 
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founded the greatness of the British woollen industry by induc- 
ing the Flemings to settle in this country, and then prohibiting 
the importation of foreign cloth. The mercantile system in the 
seventeenth and eighteenth centuries pursued many very sound 
aims in practice, even though it framed false theories to account 
for them. Without the Navigation Laws our control of the world’s 
carrying-trade and our command of the sea could never have 
been so complete or so secure. We placed every obstacle in 
the path of our rivals, and forcibly kept down their competition 
to the utmost of our power. This may have made our wealth 
absolutely less than a more liberal system might have made it. 
But being a far greater disadvantage to our rivals than ourselves 
it helped to make our wealth relatively greater than theirs, and 
therefore to increase our national power. 

None the less at the time of Waterloo the tariff had lost sight 
of its original purposes and placed its multitude of imposts with 
blind extravagance and haphazard triviality on raw material, 
food and foreign manufactures alike. The reaction began with 
Huskisson in 1823, not with Cobden in 1846. The latter 
found England already started upon the glissade of fiscal 
reform, and for him was reserved the work of giving his 
country the final push. Mr. Morley writes : 


Huskisson’s legislation from 1823 to 1825 reduced the tariff of duties upon 
almost every article of foreign manufacture. This stamped that date, in 
Cobden’s words, as the era of a commercial revolution more important in its 
effects upon society and pregnant with weightier consequences in the future 
than many of those political revolutions which have commanded infinitely 
greater attention from historians. 

The duty on cotton goods was lowered from a figure ranging from between 
75 per cent. and 50 per cent. down to 10 per cent. Imported linens sometimes 
paid as much as 180 per cent. ; they were henceforth to be admitted at 25. 
Paper had been prohibited; it was now allowed to come in on paying twice 
the amount levied as excise from the home manufactures. The duty on a foreign 
manufacture in no case exceeded 30 percent. The principle of this immense 
reform was that if the article were not made either much better or at a much 
lower price abroad than at home, then such a duty would be ample for purposes 
of protection. If, on the contrary, the foreign article were either so much 
better or so much cheaper as to render 30 per cent. insufficient for purposes of 
protection, then, in the first case, a heavier duty would only put a premium on 
smuggling ; and secondly, said Huskisson, there is no wisdom in bolstering up 


a competition which this degree of protection will not sustain.—Li/e of Cobden, 
vol. i. p. 163. . 


This was the system, however, under which England had not 
only won the monopoly of manufacturing success, but had 
acquired an energy in commercial enterprise and a genius for 
mechanical invention such as the world had never before 
known. With all the later perversity of the system an 
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unexampled development of material production had taken place 
under it. Our manufacturing interests feared no rival. They 
wanted no further protection, and under the conditions in 
which they found themselves after the close of the great war, 
they needed none. There was no foreign competition to be 
protected against. That was one of the master facts of the 
situation. The other was the misery of the people. It is not 
historically true to say that this misery was caused by the Corn 
Laws. It was somewhat aggravated by the Corn Laws in 
ordinary times, and iniquitously aggravated in bad seasons. 
The great fall in food prices did not begin for thirty years after 
the repeal, and was then due to the revolution in cultivation 
and transport worked by the extension of railways in America 
and the rise of steam navigation. The chief causes of the 
wretchedness of labour were the conditions under which it was 
exploited by capital and the abandonment of the people by the 
governing classes to inconceivable ignorance and squalor. 
Nevertheless the sliding-scale, with its nominal duties when 
prices were high and its enormous duties when prices were low, 
placed a premium upon unscrupulous speculation which resulted 
in violent fluctuations of the market. Imports were excluded 
in good seasons by the unremunerativeness of prices, and were 
not forthcoming in bad seasons because of the uncertainty of 
the market. With agriculture even more than with respect to the 
Navigation Laws “defence is more important than opulence,” 
and if Cobden had realised the full moral and economic 
importance of that fact, English society would have been a 
much sounder organism than it is to-day, and our industrial 
power itself would have been placed for all competitive 
purposes upon a much more solid basis. We shall show 
this in examining, from a point of view which has never 
yet received due attention in this country, the creative 
effect of free imports in England upon commercial develop- 
ment in America. The right reform would have been 
found upon the one hand in a reasonable fixed duty upon 
imported wheat, with a rebate upon Colonial wheat according to 
the wise spirit and practice of our old Colonial system. 
Upon the other hand, tariff reform, while removing taxes from 
raw materials in every shape and form, ought not to have gone 
to the length of conceding absolute and unconditional “ free 
imports” to all products of all nations before we had bargained 
by treaty with other countries for a reasonaple measure of 
reciprocal treatment in return for the invaluable privilege they 
were granted in our market. Had this been done there cannot 
be the slightest question that Cobden’s own ideal of free 
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exchange would have been more effectually promoted, and that 
British exports would have now enjoyed freer access to 
every great civilised market, while national thought upon the 
principles of commercial policy and the conditions of com- 
petitive success would have been kept alive. But the 
sliding-scale was the tangible point of attack in the whole 
framework of our traditional fiscal policy, and Cobden drove 
the whole weight of popular passion against it like a battering- 
ram against a cottage wall. His genius as an agitator lay in 
the clearness with which he concentrated himself upon the 
effort to “ pull out the keystone in the arch of monopoly.” It 
was pulled out, and the whole fabric, with all its abuses and all 
its safeguards, came down together. Some forlorn fragments 
of the tradition of centuries, in which we had been neither an 
unsagacious nor an unsuccessful nation, remained to be knocked 
away in 1860. With the Repeal of the Corn Laws Cobden’s 
work of largely beneficial but largely hazardous and wholly 
indiscriminate destruction was done. In all other respects the 
Imperial, the foreign, and the social policy of Cobdenism and 
the school of Jaisser fatre has been rejected by this country as 
much as by any other country. The real issue of “ national 
economy” as between a free importing and a Protectionist system 
had never been, and until now never has been, thoroughly 
debated. For before the modern rise of foreign competition, 
full data for comparison between the two systems—not as 
abstract doctrines but as practical methods applicable to given 
states of society—did not exist. But the Corn Laws had been 
triumphantly assailed. In 1846 England became what, after 
some tentative and temporary imitations, she remains—the only 
free-importing nation. We did not get free exchange. We 
are further from the conditions of free exchange in 1903 than 
we were in 1846. British exports are obstructed on every side 
as perseveringly as foreign imports are facilitated upon this side. 
We are the only free-importing nation. We are not a Free 
Trade nation, because there is no Free Trade. 


IV 


We shall now see what were the expectations with which 
the nation embarked upon this policy. Mr. Disraeli did not 
believe that foreign nations would follow our example. He 
warned the House of Commons in 1843 that unconditional 
free imports in this country would only leave foreign nations 
“free” to raise hostile tariffs against her. If we could not 
retaliate, they could not be restrained. It is fair to say that 
Peel refused to premise that foreign nations would follow our 
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example. But Cobden thought otherwise, and the nation 
thought with Cobden. Only six months before repeal, in a 
speech on January 15, 1846, he had committed himself to the 
following declaration : 


I believe that if you abolish the Corn Laws honestly and adopt Free Trade in 
its simplicity there will not be a tariff in Europe that will not be changed in 
less than five years to follow your example. 


In the last thanksgiving meeting of the Anti-Corn Law 
League the whole enthusiastic and credulous idealism of the 
man was expressed in the following remarkable outburst of 
delusive oratory : 


I believe we are at an era which in importance socially has not its equal for 
the last eighteen hundred years. I believe there is no event which has ever 
happened in the world’s history, that in a moral and social point of view there 
is no human event that has happened in the world, more calculated to promote 
-the enduring interests of humanity than the establishment of the principle of 
Free Trade. I don’t mean in a pecuniary point of view, or as a principle 
applied to England ; but we have a principle established now which is eternal 
in its truth and universal in its application, and must be applied in all nations 
and throughout all times, and applied, not simply to commerce, but to every 
item of the tariffs of the world ; and if we are not mistaken in thinking that our 
principles are true, be assured that these results will follow, and at no very 
distant period. Why, it is a world’s revolution, and nothing else ; and every 
meeting we have held of this League, and this its last meeting, probably may be 
looked back upon as the germ of a movement which will ultimately comprehend 
the whole world in its embrace. (July 4, 1346.) 


That recurrent “I believe!” had the power upon England 
that unhesitating conviction will always have. But let us see 
upon what grounds of practical calculation the belief was 
based. Cobden had as stout a disbelief in the ability of foreign 
nations to “ dump” corn in this country as his successors have 
in American and German ability to “dump” iron. ‘: Where,” 
he cried on June 18, 1845, “is the corn to come from that is 
to inundate you now? No, there is no such thing.” He 
protested that his policy would not throw an acre of English 
land out of cultivation, and, on the contrary, would positively 
increase the demand for agricultural labour. 


I have never been one who believed that the repeal of the Corn Laws would 
throw an acre of land out of cultivation. Our object, therefore, is not to 
diminish the demand for labour in the agricultural districts ; but I verily believe, 
if the principles of Free Trade were fairly carried out, they would give just as 
much stimulus to the demand for labour in the agricultural as in the manufac- 
turing districts. (Manchester, October 19, 1843.) 


Like many other politicians, Cobden, without intending to 
be inconsistent, addressed to different interests arguments not 
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easy to reconcile. The real basis of his main belief appears to 
have been this: that free imports would develop and attract 
foreign agriculture ; that a great export of British manufactures 
would go abroad in return ; that the fundamental division of 
labour would be more clearly marked than before ; and that 
free exchange under these circumstances, being in the equal 
and evident self-interest of all nations, would of necessity be 
recognised by all men as the only rational and profitable 
system. Cobden’s was very far from being a weak mind, 
though nota deep one, but it appears at its weakest in passages 
like the following : 


The Atlantic States of America are increasing and consuming more and 
more of the corn of their interior, and we offer them no inducement to spread 
themselves out from the cities, to abandon their premature manufactures, in 
order to delve, dig, and plough for us. (June 18, 1845.) 


Or this: 


The effect of Free Trade in corn will be this. It would increase the demand 
for agricultural produce in Poland, Germany, and America. That increase in 
the demand for agricultural produce would give rise to an increased demand 
for labour in those countries which would tend to raise the wages of the agri- 
cultural labourers. The effect of that would be to draw away labourers from 
manufacture in all these places to pay for that corn, more manufactures would 
be required from this country ; this would lead to an increased demand for 
labour in the manufacturing districts, which would necessarily be attended with 
a rise of wages in order that the goods might be made for the purpose of 
exchanging for the corn brought from abroad. (February 8, 1844.) 


But who in this country could have foreseen the time when 
the German iron and steel industry would be larger than our 
own, and when the American output of iron and steel would 
be twice as great, when the cotton manufacture of the United 
States would be larger than ours, when Saxony would be another 
Lancashire, and when Italy would be about to turn Lombardy 
into yetanother Lancashire still by electric power and the torrents 
of the Alps? We see these things now. If we had lived in 
Cobden’s time we should probably have agreed with Cobden. 
But elsewhere there was a more far-sighted and prophetic intelli- 
gence at work. Disraeli, curiously enough as one gathers from 
the speeches of that time, seems to have been the only politician 
acquainted with the name of Friedrich List, who committed 
suicide in the very year of the Repeal of the Corn Laws. Europe 
will hear more yet before she has done with his memory of the 
ideas of one who remains the political apostle of Pan-Germanism 
as he was the real intellectual power of the Protectionist reac- 
tion. We desired free exchange, as America one day though 
not for some considerable period yet may desire it—because 
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the condition of successful competition with us in an open 
market existed nowhere in the world, and because we were 
certain of conquering all markets to which we might be admitted. 
List drew the moral as follows : 


The English, by a system of restrictions, privileges, and encouragements, 
have succeeded in transplanting to their native soil the wealth, the talents, and 
the spirit of enterprise of foreigners. This policy was pursued with greater or 
less, with speedier or more tardy, success, just in proportion as the measures 
adopted were more or less judiciously suited to the object in view, and applied 
and pursued with more or less energy and perseverance. 


And again he wrote in striking words : 


We venture to assert that on the development of the German protective 
system depends the existence, the independence, and the future of German 
nationality. Only on the soil of general prosperity does the national spirit 
strike its roots and produce fair blossoms and fine fruits. Only from the unity 
of material interests does unity of purpose arise, and from both of these 
national power. 


In other words the division of employments was very well 
as between nations fully developed. But we could not be 
allowed by the acquired advantage we possessed to dictate the 
character of that division of employments. Free exchange 
would give us full play for our commercial supremacy through- 
out the world. It was natural that we should desire it. It 
was inevitable that foreign nations after reflection should de- 
cide more and more firmly to refuse it. The extraordinary fact 
was not that we should have endeavoured to aggrandise our 
already overwhelming advantage in this manner, but that we 
should havereally held the belief that we weresomehow promoting 
the universal interests of mankind. Our insularity was never 
so narrow as when we thought we had become cosmopolitan. 
Free Trade while the conditions of competition were so unequal 
was inconsistent with the material ambitions and the full eco- 
nomic development of the remainder of the world. This is 
why free imports have not only not led to Free Trade, but, as 
we shall see further on, have actually been one of the chief 
factors in creating the universal régime of Protection outside 
these islands. 

V 


From this point we must enter upon the statistical analysis 
of British trade if we are to form an intelligent opinion upon 
either side of the greatest controversy, taken for all in all, that 
has been opened in British politics since the separation of 
America. The present issue is distinctly more momentous than 
the original struggle upon the Corn Laws, It must determine our 
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whole fate as an Imperial Power and asa trading nation. Our 
commercial supremacy, our maritime supremacy, and with them 
the security of our dominion, were more complete before Free 
Trade than they have been under Free Trade. For both sides 
alike the issue involved in Mr. Chamberlain’s enterprise is that 
of the making or the breaking of the Empire, the consolidation 
or the decay of our dominion, with the preservation or the loss 
of our commercial ascendency upon the sea. Isolated free 
imports involve the refusal of commercial union with the 
Colonies, as well as of a tariff against foreign manufactures in 
this country, corresponding to the tariffs against British manu- 
factures in competing countries. The political and economic 
issues are alike decisive. The defenders of free imports think 
that preferential trade would be ruin ; the advocates of com- 
mercial union are convinced that continued “ free imports” will 
be fatal. But Mr. Chamberlain’s opponents are under the disad- 
vantage of believing that our commercial supremacy must pass 
away by natural necessity in consequence of the preponderance 
of the United States in population and resources, and the pre- 
ponderance of Germany in population, though not in resources. 
But if our mercantile supremacy must pass away, our mastery 
of the sea must pass away, the Empire must pass away, and we 
must ultimately become a subordinate European State. 

The opponents of free imports accept none of these conclu- 
sions. They believe that our present fiscal position—free 
imports for all competitors in this market, tariffs in all the 
markets of our competitors against our goods—means a 
restraint upon home production as well as upon export 
which has depressed our industrial and competitive power 
far below the natural level. They believe that as against 
Germany our industrial and commercial advantages are decisive, 
and that for all purposes of ocean traffic the British Empire, 
which lives by sea-exchange, possesses no less decisive advantages 
over the immense but self-contained market of the United 
States. 

It remains to develop the arguments for these views and to 
dissect the arithmetic of the present system. The inquiry divides 
itself naturally into three periods of thirty years each: (1) from 
Waterloo to the repeal of the Corn Laws—the period of our 
monopoly before free imports; (2) from 1846 to 1875—the 
period of our monopoly after free imports; (3) from the 
appearance of foreign competition in the seventies and the 
consequent disappearance of our monopoly down to the present 
day, when the whole question of our fiscal policy is reopened, 
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VI 


THE FIRST PERIOD.—It is frequently imagined that British 
commerce had been languishing before free imports, but this is to 
begin with a fundamental error. Our trade was far less stag- 
nant in the thirty years before Cobdenism than it has been in 
the last thirty years under Cobdenism. This appears to a 
certain extent from the following tables, showing the values of 
British exports in the generation after the Great War. There 
was, to begin with,a reaction from the inflated conditions of 
commerce during the struggle, but after that first reaction the 
extent of the progress made may be measured by two tests. 
Take first the table of real values: 


I, PRODUCE AND MANUFACTURES OF UNITED KINGDOM EXPORTED, 
ACCORDING TO THE REAL VALUE THEREOF. 
1815 . » ‘ - + £49,600,000 
1820 ‘ ° + 35,000,000 
1825 + 38,900,000 
1830 38,300,000 
1835 ’ 47,400,000 
1840 ° 51,400,000 
1845 - ‘ ° 60,100,000 
But this is in reality far from showing the full extent of the 
expansion. The great fall in prices during the second quarter 
of the century conceals in these figures the constant but 
remarkable increase of the quantities exported that was really 
taking place. This is shown by the old official or fictitious 
values. They were entirely conventional, and worthless in 
themselves, but as they were consistently applied to the same 
goods year after year by the Mandarins of our old Customs 
system, sublimely irrespective of the real fluctuations of price, 
they show how the volume of our exports actually expanded : 
II. PRODUCE AND MANUFACTURES OF THE UNITED KINGDOM _ 
AT THE OFFICIAL RATES OF VALUATION. 
1815 ° . £41,700,000 
1820 ° 37,800,000 
1825 47,200,000 
1830 ° 61,200,000 
1835 » + 78,400,000 
1840 ° « 102,800,000 
1845 ‘ ° . + 134,600,000 
Thus, in the quarter of a century before Free Trade the 
increase in the quantity of Our exports was about 250 per cent. 
In the last generation, under free imports, our outward ship- 
ments, apart from coal, have increased by less than 40 per 
cent. in guantity.* We perceive, therefore, that the effects of 
* Values are another question, as will be seen. 
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the old tariff system in restricting the expansion of commerce 
have been immeasurably exaggerated, and that the power of 
free imports alone to promote commerce has also been 
immeasurably exaggerated. Take iron: the output of pig 
iron in the United Kingdom increased from 400,000 tons in 
1820 to about 1,500,000 tons in 1845—or nearly fourfold. 
Take cotton: the piece goods exported rose from 350 mil- 
lion yards in 1820 to 1100 million yards in the year before 
the repeal of the Corn Laws—a more than fourfold increase. 
The relative importance of the linen trade was much greater 
than it is to-day, and wool made slower, but still steady, pro- 
gress. British hardware and cutlery and every description of 
British metal manufacture were in demand throughout the 
world. To sum up the matter, let us quote from the History 
of the Free Trade Movement, by one of Mr. Cobden’s most con- 
vinced and enthusiastic disciples, the late Augustus Mongredien. 
He is describing what was the real state of the country in 
1845, the year before the repeal of the Corn Laws, and this is 
how he writes : 

The country was flourishing, trade was prosperous, the revenue showed a 
surplus, railways were being constructed with unexampled rapidity, the working 
classes were fully and remuneratively employed, the Imperial average of wheat 


for the week ending June 28 was 47s. 11d. a quarter, and bread was cheaper 
than it had been for many years. (P. 133.) 


How ludicrous, by comparison with all this, seems Lord 
Rosebery’s melodramatic declaration about the “ terror, horror, 
and famine” of the period before the repeal of the Corn Laws! 
We were a very great nation, and, by comparison with our 
neighbours, we were more powerful, more prosperous, and 
more progressive than we are now. 


VII 


THE SECOND PERIOD.—Yet for the thirty years after the 
repeal of the Corn Laws Cobdenism seemed to be justified 
with overwhelming completeness by the event. The adoption 
of free imports was followed by an unparalleled expansion of 
commerce, as the fall of Tenterden steeple was followed by 
the appearance of the Goodwin Sands. There was little more 
connection between the two former phenomena than between 
the two latter. There was no general decline in the cost of 
living. The price of wheat did not fall. The price of meat 
increased. Nor were our manufactures improved owing to any 
decrease in the general cost of production, for raw materials 
had been practically free since the tariff reform of 1842. 

Expansion of commerce follows expansion of demand. In 
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the thirty years after the repeal of the Corn Laws there was an 
immense expansion of the world’s demand on account of 
changes which were transforming the conditions of production, 
transport, and finance throughout the world, but which had 
no more to do with the alteration recently made in our 
domestic policy than with the planetary motions. It was 
Cobden’s extraordinary good fortune to secure the adoption of 
his system exactly upon the eve of a series of political and 
economic developments, which increased enormously, as we 
have said, the world’s demand for manufactured goods, and at 
the same time prolonged for another generation our monopoly 
of the supply. Exports were the index then, as they are now 
and always must be, of competitive progress. Let us state, in 
the first instance, and afterwards analyse, the astonishing 
figures of the British trade returns in years of highest trade 
from 1846 to 1873: 


BRITISH COMMERCE, 1846-1875. 


Exports, Imports, 
Million £. Million £. 


1846 57.8 ses ve 75.9 
1847 58.8 ose bss 90.9 


1848 52.9 “ roe 93-5 
1849 63.6 — or 105.9 
1853 98.9 jae wes 123.1 
1857 122.0 ies eke 187.8 


1860 135.9 oes ‘se 210.5 
1866 188.9 eee cee 295.3 


1872 256.3 ee — 354.7 
1873 255.2 eee see 371.3 


No familiarity with these figures ever leaves them other than 
amazing. They represent an uprush of national success 
without example in the history of commerce, and they may 
well remain without a parallel in the future. We see the 
demand for British goods increasing by leaps and bounds. 
The same demand would, of course, have existed, and would 
have had to be satisfied from the same source in the same way, 
if free imports had never been introduced. For the demand 
was created by three things which had no sort of connection 
with Cobdenism : (1) the discoveries of gold in California and 
Australia ; (2) the development of railways and steamship com- 
munication throughout,the world ; and (3) the almost universal 
and continuous wars which followed the close of the Great 
Peace. The whole world plunged deeply into debt to this 
country, and our loans went abroad in the concrete form of 
British goods. The fever of speculation and enterprise was 
worked up, which reached its height in 1872—73, with the final 
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close, so far as we were concerned, of the conditions which 
had produced it. We were never again to be the focus of such 
an economic movement. But Richard Cobden was the least of 
the persons responsible. The persons responsible were, the 
anonymous man who picked up the great nugget at South 
Fork in California ; Hargraves, the miner from California, who 
discovered the first goid in Australia ; George Stephenson, the 
third Napoleon, Prince Bismarck, M. de Lesseps, Ismail Pasha, 
and Jefferson Davis. 

(1) The Gold Discoveries—It will be observed in the above 
table that for the three years following the repeal of the Corn 
Laws the value of exports showed no increase. There was no 
increased trade from free imports alone. But in 1848 the 
great gold deposits were discovered in California, and before 
the end of the year adventurers were swarming from all parts 
of the world. The bay of San Francisco, which had been a 
beautiful solitude, became crowded with ships and cities. 
Mining camps sprang up by enchantment in the wilderness. 
America began to increase her imports by from five to six 
millions a year. The total imports of the United States were 
£25,000,000 in 1846. They were {65,000,000 in 1856, We 
had the lion’s share of the increase in goods and freights. But 
within three years after this movement had commenced it was 
doubled in force by the Australian gold-find, and a market of 
first-class importance was instantly created in another wilder- 
ness—this time at the Antipodes. Australian imports actually 
increased tenfold in value between 1851 and 1853 ; and what 
had been an almost uninhabited continent became, what it still 
remains, our third most important customer, India being even 
then the first, while the United States were second. 

(2) Railway Development——tIn the meantime works another 
factor of demand. Concurrently with the Californian gold 
discoveries there was a sudden expansion of the rate of railway 
construction in America, and the Republic from 1848 began to 
add thousands of miles of line to itssystem. A similar movement 
was going on throughout the European Continent from Madrid 
to Moscow, and in South America, in India, in Egypt. British 
money and British iron played the chief part in creating this 
development. We did not realise while our exports were 
bounding in consequence, that the work we were engaged in 
was the work which would destroy our manufacturing mono- 
poly, transform the industrial conditions of the world, and call 
foreign competition into being. Our foreign investments went 
abroad to create in this and other respects the conditions of 
foreign competition—a very remarkable fact, which a masterly 
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economist of our own time, Professor Adolph Wagner, has made 
the foundation-stone of his teaching. Throughout the sixties we 
were exporting bar and railway iron at the average rate of a 
million tons a year, and the value of our total exports of iron 
and steel increased with leaping prices from £15,000,c00 
in 1863, to £38,000,000 in 1873. Nor must we leave out of 
sight the fact that the same movement was revolutionising the 
home market. In 1845 and 1846 “no fewer than 347 Acts 
were carried through Parliament authorising the construction 
of 7654 miles of railway at an estimated cost of {190,344,087 
sterling.” In all this huge process “free imports” were the fly 
on the wheel. We had invented railways, and the world 
demanded railways from the only country which could supply 
them. 

(3) The Continental and American Wars.—The apologists for 
free imports resist with almost violent indignation the attempt to 
take 1872 and 1873 asa basis of comparison for the examination 
of British trade in the subsequent period. These years, they 
tell us, were entirely abnorma] years, owing to the Franco- 
German war. But if free imports did not create the prosperity 
of the early seventies, it is certain that they did not create the 
prosperity of the country during any part of the period under 
review. If 1872 and 1873 are to be ruled out as abnormal years, 
there is not a single year in the previous quarter of a century 
which can be regarded as a normal year or taken as a basis of 
comparison. Hence we have the valuable admission of the 
Cobden Club itself that our commercial expansion in what is 
called ‘“‘the golden age of Free Trade” had no more to do with 
free imports than the principles, let us say, of the Free Food 
League have to do with free food. In 1848 came “the year of 
revolutions ” and the awakening of the democratic and national 
movement throughout Europe. The whole political system of 
the Continent had to be recast before the foundations of indus- 
trial success could exist. Once more the appearance of foreign 
competition had to be postponed for the greater part of one 
generation, and once more our monopoly was prolonged. 
Italy and the German Empire were to be created, France dis- 
membered and reorganised, Austria had to be overthrown and 
reconstructed, Denmark had to be despoiled, and the American 
Union above all had toa be saved. If the climax of 1872-and 
1873 was due to the Franco-German war the ascent of our 
trade to the figures of 1866 was due to the Amerian Civil War, 
and the consequent cotton boom in India, Egypt, and Brazil— 
to the development of Prussia, with the triumphs of Schleswig- 
Holstein and Sadowa. If we go back to 1857 and 1853 the 
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special cause of the upward impetus is found in the great gold- 
finds, and all through the period railway construction and the in- 
crease of steam shipping are assisting all the abnormal influences 
of war and speculation to force up the trade returns, There 
was a golden age of demand for British goods. ‘The internal 
development of colonies and dependencies and foreign nations 
was increasing their consuming power, and the workshop of the 
world was still, in the absence of any industrial rival, the only 
source from which the required supplies could be drawn. But 
there is not a moment between 1846 and 1873 at which the 
successive phases in this immense progress of national commerce 
and wealth need to be accounted for by any reference to free 
imports. 

(4) Foreign and Colonial Investments——Throughout the period 
of this unprecedented accumulation of wealth, we were lending 
money to all the world for many purposes besides railways, and 
were paying the loans in the concrete form of exported goods, 
chiefly iron. 

Finally, before we close our review of the period, let us 
glance at the true connection between cheap food, national 
prosperity, and commercial progress, The following table 
compares the prices of wheat with the value of exports in the 
years of maximum trade after the repeal of the Corn Laws: 


Price of wheat per quarter. S @ Exports, Million £ 
Average before Repeal, 1841-5 . 54 9 Average 1841-5 54 
Price after Repeal . 1846 » 54 8 . . ° - 57.8 

1853 os 33 n . . » 98.9 
1860 «. $3 3 m ° ‘ + 135.9 
1866 - Solr . . . » 188.9 


1872 - §7 0 . ° r « 256.3 


Throughout the period the price of bread rather rose than fell, 
the price of meat rose remarkably, and the cost of living asa 
whole increased under freeimports. But the nation had higher 
profits and higher wages, and preferred them though food was 
dearer than before the repeal of the Corn Laws. In other words, 
it is successful production that creates prosperity, not cheap 
consumption. This fact disposes with final effect of the “ his- 
toric claims” of Cobdenism, and forms a sufficient refutation of 
the charlatan cries which are now used to alarm the people. 
Free imports did not reduce the cost of living. Neither will 
preference raise it. But Mr. Chamberlain brings the nation back 
to the main point of national economy when he tells it that 
successful production and competitive progress are the vital 
conditions of popular welfare, and must be the main objects 
of commercial policy. 
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THE THIRD PERIOD, 1873—1903.—The whole basis of Cob- 
denism was in reality destroyed by the Treaty of Frankfort. 
Little as we perceived it at the moment, it was a greater blow 
to the position of England in the world than to that of France, 
It opened a new economic epoch ; the industrial awakening of 
the Continent and America was at hand; and with it the end 
of the manufacturing monopoly we had held for a century. 
“The hour had struck though we heard not the bell,” and our 
position under free imports was soon to be as though a man 
should find himself engaged in a struggle against well-armed 
opponents with nothing to depend upon but his great bodily 
strength and a total absence of weapons. One of the most 
singular processes in history has been the extent to which 
England herself has equipped her rivals for the struggle against 
her trade. For the last fifty years a large part of her trade 
has constantly consisted of exports for helping her competitors 
to dispense with the other part of her exports. For decades 
we had been providing other countries with the two chief 
requisites of modern production—capital and railways. In the 
last thirty years by far the most progressive staples of our 
exports have been machinery for enabling mankind to dispense 
with our textiles, and coals, which assists their iron and steel 
manufacture to dispense even with our machinery. In this 
sense foreign competition is our own Frankenstein’s creation, 
The process was unavoidable. But it creates a situation 
in which free imports do not assist us, for it has brought to an 
end the whole theory of international division of employments 
upon which the Free Trade doctrine rested. 

We have pointed out the fundamental contradiction of that 
doctrine. It assumes the natural state of individuals to be one 
of competition and the natural state of nations to be one of co- 
operation. It teaches in each case the profound fallacy of half- 
truths, Trade Unions in England have proved the power of 
combination to be as strong as the power of competition when it 
comes to the contest between capital and labour for the sharing 
of the profits. The American Trusts, which are permanent in 
their nature whatever superficial observers may think, and will 
become more formidable than before when financial disaster 
compels them to reorganise upon a sound basis, have proved 
that combination may be a stronger factor than competition 
in enlarging the mass and reducing the cost of production. 
Upon the other hand a quite opposite qualification of the Free 
Trade doctrine of international commerce is true. In that 
sphere the force of competition continually tends to become 
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more prominent than the factor of co-operation. This may 
be better understood if stated in yet another way. The free 
imports doctrine assumes that all imports are equally useful 
because they must be paid for by exports of one kind or 
another. But this denies altogether the existence of foreign 
competition—which is absurd, 

There are some things in commerce which nations cannot 
leave to chance or the blind conflict of their human atoms, 
If our textile and metal trades were destroyed, for instance, 
by an immense influx of foreign manufactures, we could 
pay for what we received by mining an enormous quan- 
tity of coal and depleting our mineral deposits at a rate 
which would exhaust them in twenty years. The Cobdenite 
doctrine, that imports must be paid for, would be perfectly 
demonstrated in that process. In the meantime our manu- 
facturing industries would be destroyed—and when the 
coal was done everything would be done. It is, therefore, 
theoretically false and practically fatal to assume that all 
imports are equally useful and all methods of paying for them 
equally profitable. Yet the whole doctrine of free imports 
rests upon this falsehood. If international division of employ- 
ments were complete there could be no such thing as competi- 
tion. The farmer does not compete with the smith, nor the 
tailor with either. But, as we have explained, the doctor does 
compete with the doctor for practice, and the lawyer with the 
lawyer for briefs. America, Germany, France, Belgium, and 
now Italy—all these countries alike are manufacturers, as we 
are—and already in several respects to a greater extent—of iron 
and steel, machinery, cottons, woollens, linens, hardware, 
earthenware. More and more the characteristic of the situation 
as between these nations becomes the identity of their employ- 
ments. Each aims at rising as high as possible in the scale of 
employments. They compete with each other ; they endeavour 
to oust each other. If their efforts are made far easier in 
one country than in any other, the process may go too far. 
We are exporting more and more coal. Free imports of iron 
and steel and textiles are more and more attacking our greatest 
industries. The undoubted, the inevitable tendency of that sort 
of exchange is to drive us from the higher employments to the 
lower. Politicians who do not understand that point are unfit 
to legislate ; and professors who show in public manifestoes 
that they do not understand it are unfit to teach. 

The desire of other nations to develop the superior employ- 
ments which we formerly monopolised, and to preserve them 
when obtained, is the whole secret of the Protectionist action, 
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There is nothing mysterious init. It is the simple counterpart 
of a man’s desire to rise in the world and to give in private 
business no unnecessary assistance to a competitor. 

The decisive factor of foreign commercial development 
during the last generation has been the rejection of free imports 
and the adoption of the tariff systems, which are, in the first 
instance, a means of defence for the home market, and have 
become more and more in recent years, as will be seen, the 
most powerful weapons of attack upon foreign markets. It 
remains to sketch in rapid outline the general history of the 
tariff movement, before entering upon the closer analysis of its 
results to British industry. 

The example was set by the United States with the close of 
the Civil War, when the Republican manufacturers exploited 
the feeling against this country to promote Protection in earnest. 
No one profited by this movement more than Mr. Andrew 
Carnegie, and no one has explained it more clearly. 

During the war for the Union [he writes] the American people were hurt 
and incensed by hostility shown, not by the British people, but by the British 
Government. They determined to limit the use of British products as much as 
possible, and especially to be independent in the supply of iron and steel—the 
sinews of war. The A/adama gave us thirty years’ continuous Protection, and 
enables us to invade Britain successfully with our steel. The Government 
asked manufacturers how much would induce them to enter the new business 
of making steel. Thirty per cent. duty was asked and obtained. All know the 
result ; not only is the American market supplied with cheaper steel than any 
nation in the world, Britain not excepted, but it is certain that a large part of 
the world is to be supplied by the works of this country. 

The Cobden Club is obviously to be congratulated upon its 
inimitable ally, who so admirably explains both the merits of 
a 30 per cent. tariff in America and the necessity of keeping an 
open market in this country for the steel produced under that 
30 per cent. tariff, But Mr. Carnegie has learned the science 
of industrial success upon a colossal scale of practice, and it 
would be impossibie to compress the whole argument against 
free imports into a more pithy paragraph than the following. 
For the edification of British professors it is much to be 
commended : 

At first European makers could dump their steel upon the market and force 
American makers to accept for their entire output the extreme low rates, which 
had only to be taken by the invader for a small part of his. The party in 
control of a profitable home market can successfully invade the foreign markets. 
In recent years it is the American manufacturer who is dumping his surplus in 
foreign territory. First conquer your home market and the foreign market will 
probably be added to you is the rule with manufactures in international trade. 

France followed. The dream of cosmopolitan brotherhood 
so far as she was concerned was at an end with defeat, and 
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she realised that for nations the world was, after all, a severely 
competitive institution. Almost from the moment of the con- 
clusion of peace Thiers had endeavoured to press a protectionist 
policy. The Republic hesitated for ten years, but the decisive 
step was taken when the tariff of 1881 raised the average scale 
of duties by more than 20 per cent. England protested 
that the movement was a violation of Cobden’s reciprocity treaty. 
France made the unanswerable reply to the diplomatic futility 
of free imports. The British market was free to all countries 
alike. Since France enjoyed no special privileges in the British 
market how could we claim any special exemption from French 
duties ? 

But Bismarck, above all, was the destined enemy of the 
Cobdenite creed. He had attacked and broken its whole con- 
ception of international policy. His social legislation repu- 
diated its Jatsser faire conception of domestic policy. And he 
now gave, for all Continental purposes, the final blow to its 
fiscal policy. He appealed to the Reichstag with his usual 
Shakespearean good sense : 

We have thrown open our doors to the imports of foreign countries, and we 
have become the dumping-ground for the over-production of all these countries. 
Swamped by the over-production of foreign nations, Germany has seen prices 
depressed and the industrial development of our whole economic position com- 
promised. If the danger of Protection were as great as we are told by Free 
Trade enthusiasts, France would have been impoverished long ago ; for she has 
had Protection since the time of Colbert, and she should have been ruined long 
ago upon all the theories by her economic policy. 

He summed up the case in the passage of extraordinary 
force and prescience, which appeals more strongly to England 
now than it did to the Reichstag in 1879 : 


I base my opinion on the practical experience of our times. I see the 
countries under Protection prospering and the countries under Free Trade 
decaying. Mighty England, like a gladiator, came out into the open arena, 
after she had strengthened her sinews, and said, ‘‘ Who will stand against 
me?” But England herself is slowly returning to Protection, and some years 
hence she will adopt it, if only to save her home market. 

Bismarck was vehemently resisted by the majority (though 
supported by the ablest) of the professors; by the doctrinaire 
Radicals; and by the Hanseatic cities, which were as much 
opposed to him as is Lancashire to Mr. Chamberlain—not fore- 
seeing that they would profit almost more than any other 
portion of the German Empire from the brilliant result. But 
Supported by the agrarians and the manufacturers alike, the 
Iron Chancellor triumphed, and his triumph made a profound 
impression on the world. Everywhere, except in England, it 
was realised that the free imports doctrine had received its 


death-blow. England might endeavour for some time to 
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persevere in the practice of that policy ; but the whole theory 
upon which it rested had been destroyed by the logic of facts. It 
was founded upon the co-operative conception of international 
relations. It was overthrown by the competitive reality of 
international relations. Where there is no rivalry in trade, free 
imports of commodities, which a country requires and 
does not produce, must be desirable and cannot be 
harmful, When rivalry appears—that is, when true division 
of employments ceases and identity of employments in 
vitally important industries begins—the case is altered. 
It is the obvious interest of a country to concede only the 
minimum of facility to the necessarily dangerous aims of 
foreign competition. Free imports give the maximum of 
facility to foreign competition. This is why every other country 
has already abandoned them, and this is why they must be 
discarded here, if our status as a commercial great Power is 
not to be irrevocably lost. 

The motives of the Protectionist reaction, therefore, may be 
summed up as follows : 

(1) Theraw materials of all leading manufacturing industries 
being widely spread and easily procurable, no great nation has 
been, or will be, content to have only the inferior employments, 
and to remain without the superior employments. When the 
work of establishing the latter in the face of a long-established 
rival like England is undertaken, free importation from such a 
country must necessarily be stopped. America after 1866 was 
not willing to leave manufacture to England. The Continental 
nations after 1873 were equally unwilling to leave industry to 
England, and to leave agriculture to America. 

(2) With the crisis of 1873, when our exporting force was 
relatively at the highest point it can ever reach, our power of 
dumping British goods in every accessible market made the 
position of the foreign manufacturer untenable, and threw 
foreign workmen out of employment in the industries like iron 
and steel, which other countries were commencing to create. 

(3) In the later ’seventies the inundation of American corn 
began ; and no great European country, not an island and not 
possessing the command of the sea, could afford to have its 
agriculture destroyed and to abandon it as we did. Protection 
had to be restored or increased in the interests of agriculture. 

(4) Protection, having*become indispensable for agriculture, 
was bound to be extended to manufacture, upon the principle 
of equal treatment. 

(5) In the United States and upon the Continent after the 
era of war, with railway development, increased national debts 
and colossal armaments, the tariff had become necessary for 
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revenue if the weight of national taxation was to be borne with 
the minimum of national strain. 

(6) Subsequent experience proved that the evils prophesied by 
the Free Trade theorists never occurred, and that the tariff, on 
the contrary, was successful in every country beyond the 
anticipations of its advocates. It proved everywhere to bea 
stimulating and creative influence upon domestic manufacture 
and foreign commerce alike. It increased wages no less than 
profits. The only real danger attending it was found to lie, 
not at all, as the Free Trade theorists imagined, in the restriction 
of production, but in the quite opposite direction of super- 
abundant production. This may lead from time to time to 
crises such as we have seen in Germany and may see in 
America, and such as we ourselves were familiar with in the 
most progressive period of our trade. But every such crisis 
involves an effort on the part of the protected country con- 
cerned to relieve its market by dumping in ours. It ends, as 
we have seen in the case of Germany, and as we shall see to 
still more formidable effect in the case of America, if we wait 
for the example, in permanently strengthening the exporting 
power of the protected country, while leaving the “ free 
importing” country in a weaker position than before for home 
production and foreign trade alike, In short, the tariff originally 
adopted in every country for its negative and defensive advan- 
tages is now retained also for its positive advantages as an 
aggressive instrument. 

What has occurred in the United States and Germany we 
know. They have both proved the superiority of the American 
system over the insular system. French industry was never so 
successful by comparison with our own as it is now under the 
Méline tariff. All three are gaining upon us in the older 
industries and so far are British capitalists and workmen from 
finding compensation in new directions—owing to that myste- 
rious and fictitious mobility in which no one but an antediluvian 
professor can believe—that we have discovered it to be 
even harder for a free-importing country to establish a new 
employment like the electrical or the motor-car trade in the 
face of protected competitors, than to defend an old one like 
the iron and steel, the woollen, linen, or even the cotton manu- 
facture. Belgium, Switzerland, and above all, Italy—in which 
the Lancashire mills are beginning to find one of their keenest 
competitors—were never so active and successful in manufacture 
and export as they are to-day. Those facts are known to 
every Englishman who lives abroad. But not only do all 
foreign countries reject our system. Our own Colonies reject 
it, The Government of India rejects it, Canada is applying 
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the fiscal methods of the United States with the same success, 
In Russia the indescribable poverty, ignorance and backward- 
ness of the peasants retards the success of M. de Witte’s system, 
for. it is an unchangeable economic law that agriculture must be 
prosperous before manufacture can arise. But here also a first- 
class industrial State will ultimately be created upon principles 
which are a thoroughly reasoned repudiation of Cobdenism, 
For the tariff means a stronger home-market; it weakens the 
countries excluded from that market; and, therefore, as the 
Republicans were never tired of repeating when the tariff 
struggle was fought out in America, it increases the competitive 
power of the protected country even in markets abroad. 
Ludwig Bamberger, the shrewdest leader of the old Free 
Trade struggle against Bismarck, wrote the historic epitaph of 
Cobdenism when in 1896 he used these words: “Free Trade 
in Germany is finally disposed of (griindlich aufgerdumt), and no 
practical politician, even if he had the power, could think of 
altering that situation.” It remains to be seen how British 
trade has been affected by the universal movement which has 
destroyed for ever our old manufacturing monopoly, developed 
the full power of foreign competition, substituted identity of 
employments as between the leading industrial States for division 


of employments, and has barred all the chief markets of the 


world against a country which still throws open its own to 
every comer, 


IX 


When we approach the figures of British trade for the last 
thirty years it is with the intention of proving, with complete 
certainty and beyond all possibility of question, five main facts : 

(1) That since the appearance of foreign competition our 
export business under free imports has been less progressive 
than that of any other civilised country. 

(2) That our exports to the competitive and protected 
countries, apart from coal, have been declining in value rapidly 
and without interruption since 1872, and are not only lower in 
point of value than they were in that year, but are actually 
lower than they were in 1866—nearly forty years ago. We 
shall equally show that this portion of our trade has been not 
only sinking in value but has long been stationary in volume. 

(3) That our trade with neutral markets, on the contrary, has 
shown a slow increase in value throughout the period and a 
considerable increase in quantity, though relatively to their 
expansion we have lost some ground in these markets also. 

(4) That British trade with British possessions, and with 
them alone, has shown a remarkable increase both in values 
and quantities, 


THE ECONOMICS OF EMPIRE 


31 


Different views may, of course, be taken as to the mean- 
ing of these facts, and as to their true bearing upon the present 
fiscal controversy. But the facts themselves are accurately 
asserted in the statement we have just given, and are not sus- 
ceptible of disproof. All opinions, whether upon the one or 
the other side of the discussion, must be adjusted to them. No 
changing of the basis of comparison from 1872 to any other 
year, whether before or after that date, will alter the contrast 
between the decline of British exports in protected competitive 
markets, their slow and slight increase in neutral markets, and 
their steady and large increase in Imperial markets. 

The first difficulty in entering upon an inquiry of this nature 
is to choose a period before foreign competition which can be 
accepted as a fair standard of comparison with the existing 
period under foreign competition. If 1872 and 1873 are to be 
ruled out because of the influence of the Franco-Prussian War, 
coupled with the opening of the Suez Canal and railway specu- 
lation in many parts of the world, we must rule out all previous 
years of booming trade upon precisely the same principles. 
The American Civil War, and the Austro-Prussian War, the 
Italian national struggle, the Crimean War, and the political 
unrest after 1848, all helped, as we have seen, partly to increase 
demand for British goods, partly to postpone the era of foreign 
competition. Throughout the whole period railway construction 
and speculation formed a decisive factor in forcing up our trade 
returns, The gold-finds in California and Australia were a 
more abnormal factor of inflation in the ’fifties than anything 
in the circumstances of the early ’seventies. 

If, therefore, we are to take any point of departure at all we 
must take 1872 (though we shall be careful not to rest the 
argument, as will be seen, on the evidence of that year alone) 
for the simple reason that it was our maximum year before 
foreign competition, as 1890, 1900, and 1902 have been 
our maximum years under foreign competition. We must 
take it again for the simple reason that our trade with the 
competitive countries reached its climax then, and from that 
point declined—our necessary business being to show the 
course and to examine the causes of that decline. Prices, 
again, in 1872 were high for all countries alike, and for all 
classes of our trade alike; and yet from that date the value of 
our colonial commerce has continued to increase as unmis- 
takably as the value of our foreign trade (apart from coal) has 
continued to shrink. What we have to investigate is the com- 
parison between our own progress and that of other countries, 
and the contrast between the movement of our Imperial trade 
and the movement of our foreign exports. It is, therefore, not 
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possible to ignore 1872, and we have traced rapidly the history 
of our trade up to that date, and must follow it from that date. 
And, finally, we shall remove every objection to it by con- 
trasting its conditions with those of 1866 and of 1875 as 
well as of subsequent periods. The Cobden Club side of 
politics will perceive, therefore, if they consent to follow these 
pages, that there is no escape from the broad conclusions set 
out at the beginning of this section, apart from the importance 
to be attached to them or the opinions to be deduced from 
them as to our future policy. To meet the further obvious 
objection it had better be stated that imports are not to be 
ignored, but will be separately examined in their proper places, 

Let us obtain a view then, to begin with, of the great decline 
that occurred after the great climax. For the first time since 
free imports were adopted there were several lean years, and 
British trade sank without intermission as follows : 


I. BRITISH EXPORTS, 1873-1879. 
Million £. 
255.2 
239.6 
223.5 1878 
1879 . 191.5 

In the year of the Midlothian speeches, therefore, trade was 
lower in total value than it had been for a decade, and profits 
‘ were lower than they had been for a generation. This fact 
played its irrational and disastrous part in returning Mr. Glad- 
stone to power. The conditions were of a character to which 
in the days of our pride we had become wholly unused. We 
have since become familiar with their recurrence after every 
cycle of good years. We have shown what was the duration 
and depth of the great depression, and close attention must be 
given to it because our trade with the competitive countries has 
never really recovered, as will be seen, from the decline it 
underwent during that period. Our next purpose must be that 
of showing the fluctuations of our exports throughout the 
whole period of foreign competition upon which we had now 


entered. 
II. TOTAL EXPORTS OF BRITISH PRODUCE, 1872-1902. 
(IN YEARS OF MAXIMUM AND MINIMUM TRADE.) 


Million £. 
200.6 
198.9 
192.8 


1873 
1874 : 
1875 ° . 


1876 ‘ 
1877 


1872 
1879 . 
1882 
1886 
1890 


(max.) 
(min.) 
(max.) . 
(min.) 

(max.) . 


Million £. 
: 256.3 


191.5 
241.5 
212.7 
263.5 


1894 . 


1896 
1898 


1900* , 


1902+ 


(min.) 
- (max) « 
(min.) 
(max.) . 


. ” 


Million £. 
216.0 
240.1 
233-4 
282.6 
277.6 


* Excluding new ships not included in returns for previous years, value 


£8,900,000. 


+ Excluding ships, 45,900,000. 
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If these figures are compared with those we have previously 
given it will be observed that the total increase of British ex- 
ports during the last thirty years—£21,000,000—is less than 
was the increase in any one five-year period between the repeal 
of the Corn Laws and the Treaty of Frankfort. Not only so, 
but when we come to the question of quantities we shall see 
that the expansion of British trade in volumie during the last 
generation has been very much smaller than it was in the 
generation defore the introduction of free imports. When we 
reach the period, therefore, of protected foreign competition, 
something has evidently happened to British trade. This 
appears at the first glance, but to realise the full extent and 
seriousness of the adverse change we must look much deeper. 
We must divide our trade into its two broad divisions—the 
foreign and the Imperial ; and we must contrast the progress we 
have made in each of these departments with the rate at which 
the commerce of our competitors has advanced. Take, there- 
fore, another table, and one of fundamental importance to the 


argument : 
COMPARATIVE EXPORTS, 1872-1902.* 


1872. 1890. I 190: Increase or 


‘ 2. 
Million Million Million Million Decrease 


- since 1872. 
Exports of British Produce— 


(1) To British Possessions . 61 87 94 109 79% 
(2) ,, Foreign Countries . 196 176 174 4 


— _—— 


Tetal . ‘ 263 283 10% 


German Exports 2 166 238 241 108 % 
French 9 ‘ ‘ 150 164 170 137 
Belgian - os 57 7774 76 % 
Italian ‘s ‘ - 46 36 53 59 28% 
United States Exports . 8&9 176 304 282 217% 
This is a very remarkable table, and it is in reality far more 
so than appears at first sight. The basis of comparison, 
1872, is the same for all, and is fair for all, because prices 
were relatively as high or higher for agricultural exports in that 
year than they were for manufactures. New ships are included 
in our totals for 1900 and 1902, as well as in the German totals, 
Yet we see here three things. The first point is that our total 
exports show the least relative increase of any, and that the 
absolute increase of value is not only less than that of America 
and Germany, but is also less than that of little Belgium. The 
second point is that the rise of British trade with British 
possessions is as remarkable and satisfactory in its way, all 
* From the articles upon “ Imperial Reciprocity,” in the Daily Telegraph, 
which have attracted wide attention and have subjected, for the first time, 
to detailed analysis the part played by coal in our export trade, 
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things considered, as anything in the table. But the third 
point, and the most significant, is that the one class of com- 
merce in the whole list which shows a decline in value by com- 
parison with thirty years go, is our export to foreign countries, 
That, and that alone, we see is the retrogressive department 
of British trade, and the case with regard to it is far worse even 
than it looks, as will presently appear. Another point to be 
most carefully borne in mind is that in the comparative totals 
our exports now include much more raw material and a smaller 
value of manufactures than at the heginning of the period, 
while the returns of every one of the other countries include a 
much larger value of manufactures than they exported in 1872. 
Thus far for the test of values in showing the general stagna- 
tion of our foreign trade during the last generation. 

But there has been a great fall in prices. We are told that 
to arrive at a true result we must calculate the huge amount 
our exports last year would have represented if valued upon 
the basis of prices in 1872 and 1873. The contention is weak. 
If our stagnant values represent largely increased quantities, 
the expanding values of trade in other countries must represent 
enormously increased quantities, and upon the new comparison 
we are where we were before. But let us make the calculation 
for a purpose of our own. To render the calculation useful we 
must classify the trade in four divisions—European, American, 
what we may call neutral, and finally Imperial. We must add 
50 per cent. to the value of last year’s exports to raise them 
to the level of 1872 prices. Wethen have the following result : 

BRITISH EXPORTS, 1872-1902, CALCULATING EXPORTS FOR 
1902 AT 1872 PRICES. 


To United 
To all Europe. 
To neutral 

; markets (Asia, 

* Africa, and 

5 South America). 

To British 
Possessions. 


States. 


TOTAL. 
Million Million 
&: & 


= 
5 


Million Million 
. es 


Sy 
° 


1872. Exports at actual values . 40.7 108.0 60.6 256.3 


1902, 5 9 Y (23.8) (96.5) (109.0) (283.5) 
1902. Exports increased in 
value 50 per cent. 35-7 144.7 


163.5 425.2 
to 1872 level 


— oe — 


Decline . ; “2% — — — _: 
Increase. . — 33% 73% 167% 66% 
Even this rather pretty demonstration shows in respect of 
the quantities exported, which is the great developing division 
of our trade—the Imperial—and which are the declining or 
least progressive portions, the American and Continental, even 
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when we throw coals, new ships and everything that the 
Cobdenite can desire into the account. The neutral markets 
as we see, though far less progressive than the Imperial, are 
comparatively satisfactory. But if we applied this method to 
other countries their exports would show stupendous increases 
of quantities exported in thirty years—4oo per cent. increase 
for America, 200 per cent. increase for Germany and so further. 
The device changes nothing whatever in the argument. 

We have established the first proposition, that even when we 
include coals and new ships in the returns, British exports 
have been less progressive than those of any leading nation for 
the last thirty years. At the present rate of advance Germany 
in another dozen years would outstrip us in the race and would 
export not only more goods of all kinds but also more manu- 
factures than we do. Even the increasing demand of the 
Colonies could not avail under existing conditions to maintain 
our supremacy in ocean-trade against the effect of tariffs abroad 
and the keener competitive energy of our protected rivals. 
But if we cannot maintain our supremacy in ocean trade, we 
cannot maintain the Empire which depends upon our control 
of the sea. Naval ascendency is inseparable from mercantile 
ascendency. Now as ever we may be assured that, ignoring 
temporary circumstances (such as those which recently reduced 
the amount of American outward trade because of the extent of 
her internal activity), and taking any considerable term of years 
together, the relative movement of our exports furnishes the 
real measure of our relative commercial progress, Let us not 
doubt that we have arrived at a critical period. 


Xx 


We have now therefore to go below the surface of the figures. 
The next proposition to be established is: ‘That our exports 
to the competitive and protected countries apart from coal have 
been declining in value rapidly and without interruption since 
1872, and are not only lower in point of value than they were 
in that year, but are hardly higher than they were in 1866.” 
Here we arrive at the essence of the inquiry—alike at the most 
important facts and at the most interesting theoretical questions 
connected with it. The total increase in our coal exports 
during the last thirty years has been enormous. It has been 
so great as entirely to conceal what may be called the process 
of substitution by which we are now paying fos our imports 
with raw material where we formerly paid for them with 
manufactured goods. The entire increase in our exports since 
1872 has been small at the best, but practically the entire 
increase has taken place in our coal export. 
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Our total shipments of that mineral since 1872 have been as 
follows in years of highest and least trade: 
COAL EXPorRTs, 1872-1902. 
Million £. Million £. 

1872 ° . m 1890 ‘ . 19.0 

1879 ° ‘ ; 1894 ‘ ‘ 17.4 

1882 . . , 1898 ‘ : 18.1 

1886 ‘ . . 1900 ‘ ; 38.6 

° 27.6 


No reasonable economist can or does object to the export of 
coal in itself, so long as it does not lead the country into a mis- 
understanding of what is really taking place. At the best the 
question has very serious aspects. As we deplete our mines 
we tend to exhaust a great stock of fixed capital. We consume 
what can never be replaced. The foreign demand raises the 
price of coal against our manufactures, and our shipments go 
to sustain the industrial power of our competitors. The export 
of coal is, on the balance, a profound disadvantage to British 
manufacture, since it is mainly paid for by the import of com- 
petitive manufacture. A benevolent despot might probably 
make the export tax prohibitive. Upon the other hand, the 
coal we send abroad employs a large amount of labour and 
shipping. Human intelligence and resource are not to be 
defeated by artificial measures of restriction upon the lines of 
Sir Michael Hicks-Beach’s tax, and if our neighbours could not 
get coal from us, they would probably get it elsewhere, or find 
a substitute all the more rapidly, as Italy is beginning to do, in 
water-power and the turbine. The coal export trade therefore 
must go on, and it would be for a long period profitable to the 
country as a whole if the increase of our coal exports were 
accompanied by a proportionate increase in our manufactured 
exports. But this, unfortunately, is not the case. It has 
been pointed out that if our manufactures were destroyed 
we could still send abroad coal. We could, indeed, 
pay for the whole of our imports by sending abroad for 
a number of years prodigious quantities of coal. Exports would 
balance imports to the complete satisfaction of the symmetrical 
mind of certain professors. But no plain and practical citizen 
would regard the process as other than insane. Thus, though 
the present writer cannot on the whole agree with Sir Michael 
Hicks-Beach that our coal shipments are a trade to be restrained, 
it is none the less vital to our purpose that we should dis- 
tinguish between the progress of our exports of raw material and 
the decline of our foreign trade in manufactured articles. 

For this purpose it is in no sense necessary to rest the com- 
parison upon 1872. We shall begin with 1866 and include 
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1875. It will thus be seen beyond question that our exports 
of manufactures to Continental and American markets have 
been declining under our present fiscal system since the age of 
foreign competition commenced, Let us first take our exports 
to Europe as a whole: 


BRITISH EXPORTS TO ALL EUROPE, 1866-1902.* 


Total, Coal, All except coal, 
Million £ Million £. Million £. 
1866 ° « 63. 355 i 
1872. ‘ . 108.0 t 


1875. ‘ . 4 - 90.8 


1882 (maximum year) . 85.3 

1890 ‘ 92.4 

1900 ~ » Se 

1902 . » 96.5 20.4 
The picture this seems to present seems one of stagnation. It 
is really one of positive decay. For if we remember the 
increased amount of other non-manufactured articles we export, 
especially including herrings, we shall see that our Continental 
trade ever since 1875 has been slowly but steadily retrogressive. 
For generations before free imports were adopted it had never 
ceased to increase. This is another conclusive proof that 
“free imports” in themselves avail nothing. In what was until 
recently the main sphere of our trade—the European—we had 
always made progress before free imports, and have only ceased 
to make it under free imports. 

But let us bring the question to an even narrower and more 
striking test. The chief competitive countries under Protection 
are four—the United States, France, Germany, and Belgium. 
What has been the course of our trade with them for nearly 
forty years? They have vastly increased in population in the 
interval, and have more than doubled their consuming power. 
But ever since the era of foreign competition set in we have 
derived no benefit from their development, though they have 
one and all derived immense benefit from our market, and we 
have not quite retained the advantage we held long before the 
Franco-German War and the prices of 1872. The following is 
a particularly instructive table : 

BriTIsH Exports To THE “ DEVELOPED” CouNnTRIES (UNITED STATES, 
GERMANY [wiTH HoLLanp], FRANCE, BELGIUM), 1866-1902. 
Total. Coal. Total excluding Coal. 
1866 ‘ ° : . £67,700,000 £1,500,000 £66,200,000 
1872 . . : + 112,300,000 3,500,000 108,800,000 
1875 » « «+ 78,400,000 2,400,000 76,000,000 
1882 (maximum year) . 84,300,000 3,600,000 80,700,000 
1890 « 85,700,000 6,500,000 79,200,000 


1900 - . 87,100,000 13,600,000 73»500,000 
1902 ” * 77,300,000 9,500,000 67,800,000 


* Figures partly from the “Imperial Reciprocity” articles in the Daily 
Telegraph. 
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This is a set of statistics to which the very closest attention 
must be devoted. It contains the marrow of the matter. It is 
not true, as we see, that our exports of manufactures have pro- 
gressed parallel with our export of coal. As our shipments of raw 
material have risen the amount of finished goods purchased from 
us by our chief competitors has declined. Add 50 per cent. to 
the value of our exports in 1902—-we are obliged to the Cobden 
Club for that test—and it will be seen that even in quantity we 
send to these five countries no more of all goods, apart 
from coal, than we did thirty years ago. There has been a 
steady and large decline from decade to decade, until last year 
we hardly sold a greater value of manufactured goods to the 
United States and the chief countries of Europe than we did in 
1866, and this in spite of the fact that our American trade last 
year, in consequence of the temporary conditions of that market, 
was better than it had been for a very long period. Exclude 
altogether the circumstances of 1872. Start from 1882, when 
the Protective system was universal in these countries, or from 
1890, when it was about to become more stringent with the 
adoption of the McKinley and the Méline tariffs. No matter 
which point of departure the Cobden Club prefers, it must 
consent to trace from that point the same process—decline of 
our manufactured exports to the chief foreign markets of the 
world, and increase of our coal exports to strengthen their 
competitive power. The figures we have presented show pre- 
cisely where the injury to our position has occurred, and the 
tale they tell is one of decay. In the meantime it is to be 
remembered that Germany has very largely increased her trade 
upon the same ground. Take her commerce with the corre- 
sponding group and observe the rate of its expansion in a single 
decade. The figures are drawn from the latest official returns, 
Statistisches Jahrbuch fiir das Deutsche Reich, 1903: 


GERMAN EXPORTS TO CHIEF COMPETITIVE COUNTRIES, 1893-1902 
(GREAT BRITAIN, FRANCE, BELGIUM, UNITED STATES). 


1902. 
To Great Buitain . ‘ £48,200,000 
» Evanc® . ‘ 12,700,000 
» Belgium . ° 13,000,000 
», United States . . 22,500,000 


£96,400,000 


Germany, it will be seen, has left our total far behind in this 
class of trade even when we include coal in our totals. But that 
advantage is mainly owing to the fact that she is now able to 
export twice as much goods to this market under free imports as 


THE ECONOMICS OF EMPIRE 39 


we are able to export to her under the tariff. Only one conclusion 
can be drawn from these facts. It is that the countries which 
repel us by hostile duties from their market are better able 
to oust our trade from other markets. In other words pro- 
tection of home industry, to return to the fundamental argu- 
ment, means an unquestionable expansion of competitive 
power ; and free imports means a corresponding shrinkage of 
competitive power. 

The net result is, that the whole European sphere, as well as 
that of the United States, is far less accessible to our trade than 
it was before the repeal of the Corn Laws. The direct sequel 
of Cobdenism, as we shall see, has been not Free Trade but less 
Free Trade. Nor for the purpose of our main commercial 
interests will there be any change in that condition. Technical 
education and the endowment of research upon a scale worthy 
of the wealth and needs of this country will be indeed excellent. 
But technical education as a means of recovering ground in the 
European market is a delusion. Our commercial future, if we 
are to have one, must lie, as we shall soon show, elsewhere, 
The system of identity of employments is largely established 
and will be largely extended, and the countries which can 
turn out their manufactures for themselves are becoming 
increasingly able to dispense with ours. Italy is the latest 
and one of the most promising candidates for industrial success. 
She is, for instance, at the centre of all the Mediterranean 
markets. Germany is at the centre in her turn of all the 
Continental markets, Her geographical situation helps her as 
much as her technique, her discipline and her persevering 
flexibility of character. She takes care to arrange her reci- 
procal treaties in ways that makes our nominal enjoyment of 
“ most-favoured-nation ” treatment to a large extent a nullity 
in practice. When she negotiates a new commercial treaty 
and discusses the readjustment of duties upon a given range of 
articles, she secures a larger average of reduction upon the 
goods in which she excels than upon the goods in which we 
excel. But the main point is, that as nations become self- 
contained the division of international employments disappears 
and exchange becomes less necessary. Hence they take from 
us more and more coal as we see, and less and less manufactures 
—which is the Nemesis of Cobdenism. They prefer, to an ex- 
tent that is growing and will continue to grow, to receive from 
us the products of our inferior employments, and to return us 
the products of their superior employments, That is the 
tendency. If we allow it to work unchecked it will go very 
far. It is, for the rest, a very striking and significant fact that 
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in the last six years, while our exports to Germany have fallen 
very considerably in value, the increase of her trade with the 
only country under free imports has been greater than with all 
the world outside Central Europe. Her total export last year 
was £241,000,000. Of that amount nearly {60,000,000 went 
to the various portions of the British Empire. Apart from that 
trade, Germany as an exporting power would again be on a 
level with France. Yet Berlin is allowed to penalise Canada, 
and feeble politicians who do not know their Wilhelmstrasse 
talk of German retaliation if Mr. Chamberlain should propose 
to realise Prince Bismarck’s prophecy. 

There is no doubt, therefore, that for purposes of British 
trade, Europe must be regarded as a dying market. What is 
happening with respect to commercial intercourse with its 
leading industrial nations we have shown. Their demand has 
enormously expanded, but it is supplied in a far greater 
measure than in any previous generation by home production. 
Tariffs are reducing our exports, and they are reduced still 
further by the appearance of competitors nearer to the market. 
With respect to the more or less ‘ undeveloped countries ” of 
the east and south-east of Europe, Germany enjoys a com- 
manding advantage on account of her geographical situation, 
and Italy is beginning to make her position tell. France has 
all the advantage upon the southern shores of the Mediterranean 
except in Egypt. Our political influence upon that country 
has improved our trade—just as our bad relations with Russia 
and Turkey alike have been prejudicial in both cases to our 
commercial interests and profitable to Germany, who has culti- 
vated the customers whom we have estranged. The Continent 
will no doubt remain for a long time the second most important 
sphere of our export trade, but it cannot again become the 
most important. The ideas spread by the Cobden Club as to 
the relative value of the Colonies and the Continent are now far 
astray. It is essential that Englishmen should shake off the habit of 
generations, and realise that the world has changed, and should 
learn to look elsewhere for the future promotion of their business, 

The following sets of tables will not only make this point 
clear, but will form the point of departure for the further pur- 
poses of this argument. The distribution of British trade may 


be shown thus : 
I. DistRIBUTION oF BRITISH Exports, 1866. 
To Europe . ? ‘ . . £63,800,000 
» British Possessions . . aia : 53,700,000 
eutral markets in Asia, Africa, \ 
rm and South America . , sf sii ened 
» United States » «#28 500,000 


Total . . £188,900,000 
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Here, therefore, our Continental trade still forms a third of 
the whole. Pass to the next year, 1872. We have this result: 


II. DisTRIBUTION OF BRITISH Exports, 1872. 


To Europe . . . . . . £108,000,000 
», British Possessions : . - 60,600,000 
» Asia, Africa, and South America . 47,000,000 
» United States : ; = + 40,700,000 


Total . . . £256,300,000 


Here the European proportion of the world’s demands for 
our goods is larger stiJl. We take now, however, the first 
subsequent year of booming trade under the era of foreign 
competition, 1882: 

III. DisTRIBUTION OF BRITISH Exports, 1882. 


To all Europe. : ; . %85,300,000 
»» British Possessions : ‘ - 84,800,000 
» Asia, Africa, and South America. 40,300,000 
» United States ‘. F . + 31,000,000 


Total . " . £241,400,000 
The feature of this table is that Continental trade has ceased 
to develop, and that Imperial trade is already very near the 
top of the list. And, lastly, let us show the result twenty 
years later, that is in 1902, and exhibiting the real conditions 
that we are dealing with to-day : 


IV. DisTRIBUTION OF BRITISH ExPorTs, 1902. 
To British Possessions . ‘ . £109,000,000 
» all Europe . ° ‘ ‘ . 96,500,000 
», Neutral markets (Asia, Africa, = 54,100,000 
South America) . . 


» United States. ; . . 23,800,000 


Total. . . £283,400,000 


Not only is the Imperial market, at the present moment, the 
largest department of our trade; it is as valuable as all the 
rest put together, for it consists almost entirely of highly- 
finished goods, while, of the remainder of our commerce, fully 
a third part is composed of coal and half-finished manufactures 
like textile yarns and pig iron. Once more, as in the days of 
the old Colonial system, when the men who framed the 
navigation laws and rebated the corn duty in favour of 
Canadian wheat knew very well what they were about, and 
were sounder politicians for Imperial purposes than those who 
replaced them under Cobdenism—once more we must learn 
to regard our possession of empire as the only solid foundation 
of our commercial ascendency. 

Before concluding this portion of the examination, we must 
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glance separately at the course of trade with another competi- 
tive market, that of the United States. Here, as we are all 
aware, the record is not one of stagnation, but one of complete 
retrogression. Before the adoption of the McKinley Bill it had 
fluctuated as follows : 


BRITISH Exports TO UNITED STATES, 1866-1890. 
1866 . . .« « + $£28,500,000 
nn ‘ * « 40,700,000 
1882 - . . . . 31,000,000 
1890 ‘ . ; , + 32,100,000 


What was the effect of McKinleyism may now be seen : 
BRITISH ExPoRTS TO UNITED STATES, 1890-1902. 
1891 (max.) , ‘ P . £27,500,000 
1894 (min.) , ; ‘ « _ 18,800,000 
1895 (max.) . , + 27,900,000 
1897 (min.) . . ‘ + 14,700,000 
1902 (max.) . . «+ 23,800,000 
But the figures for last year were tainly inflated by the 
fact that we were sending iron and steel instead of receiving 
them. The normal value of our export of goods to the Republic, 
with nearly 80,000,000 of inhabitants, may be put down at less 
than {20,000,000 a year. To Canada, with little more than 
five millions of people, we are exporting, as Mr. Chamberlain 
reminded us in his Birmingham speech, at the rate of 
£11,000,000 a year. With some development of the prefer- 
ence policy upon Mr, Chamberlain’s lines we shall unquestion- 
ably send more manufactures to the Dominion within another 
decade than we do to the United States. It is often imagined 
that America is on the point of abandoning her tariff system. 
That is an erroneous cpinion. Under present conditions there 
will be no change in the tariff from which we could derive 
appreciable benefit. The Trusts, as a result of their present 
financial difficulties, will be reorganised upon a sounder basis 
after the crash, and will be stronger than before for competi- 
tive purposes. But they will in no case disappear. The tariff 
is necessary to the Trusts, and the Trusts in their legitimate 
form are indispensable to the business efficiency of America. 
If America should ever adopt Free Trade at some distant date, 
it will be for the same reason that led us to adopt it, because 
of her conviction of being able to sweep every market to which 
she could gain free admittance. That would be a remote ideal 
under any circumstances. It never could be one that other 
countries would be easily led to promote. America does not 
need our exports, and we must accordingly become less abjectly 
dependent upon American imports. We must redress the 


THE ECONOMICS OF EMPIRE 43 


balance of exchange by commencing to purchase more and more 
of our food-stuffs and raw material from those who will arrange 
in turn to take a larger quantity of our goods, Cobden’s very 
proper purpose was that of exchanging cottons for corn. His 
policy as regards America above all. has been an astounding 
failure. America has swamped our agriculture by the inunda- 
tion of wheat in which Cobden refused to believe. But she 
does not compensate us for the loss of our agriculture by the 
promotion of our manufactures. She repels them as much as 
possible from her market, and with free entry into this market 
she will make the position of the ironmasters as depressed as 
that of the farmer. Mr. Chamberlain, therefore, discards 
Cobden’s policy in order to return to Cobden’s purpose—that of 
exchanging manufactures for food and raw materials. 

We are now in a position to appreciate the two statistical 
contrasts which sum up this part of the matter. The first shows 
the course of British trade, excluding coal and new ships, to all 
Europe and the United States taken together : 


BRITISH Exports To ALL EvuROPE AND THE UNITED STATES IN YEARS 
oF GREATEST TRADE SINCE 1866, 


To Europe, To US., Total, 
Million £. Million £. Million £. 

1866 ; : - 603 28.5 88.8 

1872 ; ‘ . 100.8 40.7 141.5 

1882 , ‘ » Foe 31.0 109.2 

1890 : 5 . 7oa 32.0 110.2 

1900 ‘ : ~ 84.5 19.6 104.1 

1902 ‘ : » Jez 23.2 99-3 
Remember the rapid increase in the population of these 
countries, the addition to their wealth, and the expansion in the 
value of their commerce. Remember also the extent to which 
we have augmented our own human and machine power since 
1866. Yet there is less increase in British trade apart from 
coal to all these nations in nearly forty years than has 
occurred in our exports during the last three years to South 
Africa alone. And now that we have seen how British exports 
have fallen, let us see how German exports have risen in the 
same sphere. We take the latter figures once more from the 
latest issue of the Statistisches Jahrbuch fiir das Deutsche 

Reich : 
CoMPARATIVE ExporTS TO EUROPEAN COUNTRIES AND THE 
UNITED STATES, 1902. 


To Europe, To US., Total, 
Million £. Million £. Million £. 
German Exports. . . 188.3 22.5 210.8 
British Exports (throwing 
in Coal and New Ships)J 95 23.8 rong 
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What could be more startling than these figures? Thirty 
years ago we had no rivals. Now, after Cobdenism has been 
pitted against foreign competition our commercial supremacy 
in all the great civilised markets outside the flag has dis- 
appeared. We have been beaten with crushing complete- 
ness. German trade in Europe, in spite of our coal exports, 
is already twice as large as our own ; she is already level with 
us in the United States, and will soon sell more to that market 
than we do. But what is the moral? It is obvious. Germany 
has created her modern trade in the face of hostile tariffs. She 
has faced successfully the struggle with which we have 
proved unable to cope. She has proved in one word that a free 
import system cannot stand against a tariff system. Only Pro- 
tection can compete with Protection. We must either redress 
the inequality under which we labour, or must reconcile our- 
selves to becoming a subordinate commercial Power. 


X 


Our third proposition, which need not engage us long, was 
that in neutral markets where we are on a tariff equality with 
our competitors, there has been a slow but distinct advance. 
Even here the progress has not been all that could be wished ; 
but at least in South America and what may be called the 
coloured markets—the portions of Asia and Africa not under 
our flag—our trade has hitherto held its own with very consi- 
derable success. All these markets can still give us food or raw 
material for manufactures. We give the statement as follows 
for maximum years of trade since 1866: 


British Exports TO NEvTRAL MARKETS oF AsIA, AFRICA, AND 
SouTH AMERICA, 1866-1902. 


Total Coal and New Total, minus 
Milli 25 Ships. Coal and Ships, 
illion £ Million £. Million £. 


1866 . . 42.9 1.5 41.4 
1872. + 47.0 2.0 45.0 
1882 . + 42.5 1.5 42.0 
1890 . . 56.2 2-7 53-5 
Ig00.. - 62.0 8.5 5355 
1902 . - Sat 4.8 49.3 
In this case, as has been said already, our political relations 
with Japan and Egypt have kept up the returns by comparison 
even with 1872. New ships, in the former case, are not 
merely a new entry, but a really new item representing a valu- 
able addition to trade. The figures given, however, become 
most instructive when they are compared with the German 
figures for the same markets : 
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CoMPARATIVE ExporRTS FROM GREAT BRITAIN AND GERMANY TO 
MARKETs IN AsiA, AFRICA, AND SOUTH AND CENTRAL 
AMERICA, NOT UNDER THE BRITISH FL aa, 1902. 


South America, Asia Africa Total, 

Million £. Million £4: Million “wa Million 4 
British Exports . ° 22.4 19.0 12.7 54-1 
German ,, ‘ . 10.7 9.1 2.2 20.0 


In these markets then German trade, though making 
considerable progress, has not expanded so rapidly as in 
Europe. It is not yet twice as great as ours therefore, but less 
than half as great. What are the prospects in this direction we 
shall see when we come to consider the probable effects of 
preference upon our foreign trade ? It is sufficient to point out 
here that the advantage we retain in all these markets, or may 
secure, though a valuable make-weight, cannot turn the scale in 
favour of our commercial supremacy. For if we put together the 
comparative British and German figures we have already given 
for the European, the American, and the neutral markets respec- 
tively, we have this most instructive comparison. Mark it 
well : 


COMPARISON BETWEEN TOTAL BRITISH AND GERMAN EXPoRTS TO ALL 
COUNTRIES OUTSIDE THE BRITISH EMPIRE, 1g02. 


German Exports to all Foreign Countries 
(except £60,000,000 to England and st » £183,000,000 
Possessions) . 
British Exports to all F oreign Countslen (in- 
cluding £30,000,000 to Germany *) ‘ £176,000,000 
Excess of German Exports ‘ i £7,000,000 


This then is the sequel to Cobdenism. Our supremacy in 
foreign trade has already been wrested from us in spite of coal. 
Apart from coal our total exports to all countries outside the 
flag are only about four-fifths the value of our chief com- 
petitor’s. Mr. Chamberlain is told that his policy will ruin 
our supremacy in foreign trade for the sake of the Colonies. 
This cannot be done. We have no supremacy in foreign trade. 
We are second in that department. Mr. Chamberlain’s policy, 
as we shall show, may improve the situation and restore our 
ascendency in commerce outside the flag. But if preference 
cannot restore it nothing can. This is the melancholy truth 
upon which Englishmen may be left to ponder earnestly and 
long. It is a foible of the Cobden Club to depreciate exports. 
Therein they depart very far from the principles of the very 
practical man whose name they bear. Cobden was, above all, 
a cotton manufacturer. His economic reasonings were essen. 


* Allowing three-fourths of our nominal Dutch exports to Germany, 
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tially the thoughts of a cotton manufacturer. For cotton then 
as now was the one great English trade which depended mainly 
upon export and not mainly upon the home market. His mind 
was innocent of all the laborious casuistry which his disciples 
have invented to conceal the failure of his doctrines. There is 
not one word in the speeches of the author of our present fiscal 
system about “invisible exports” and the balancing of the 
national account through interest on investments. For those 
very investments were created by our former success in exports 
and by nothing else. What Cobden believed, and what he 
taught this country, was that imports of goods would be paid 
for in a plain and solid way by the export of goods. That was 
his conception of a sound exchange. But that is not what 
happens. 

By far the larger amount of British freights is earned upon 
imports and is included in the price to the British consumer. 
It is the British consumer who supports British shipping, not 
the foreigner—a point which, as we shall see further on, is one 
of the most important in the whole controversy, for it will 
indicate the means of keeping our mercantile, and therefore 
our naval, ascendency under a system of preferential trade 
above the challenge of any power. We must also deduct re- 
exports from imports. But when we have made every possible 
allowance of this kind we shall find these conclusions certain. 
Imports represent mainly the amount of profits and employ- 
ment we create for the world outside the island. Exports 
represent the amount of profits and employment that the world 
outside the island creates for us. Upon the balance of ex- 
change in the foreign department of our trade we now create 
far more employment for foreigners than they create for 
us. Hence one of the main causes of their commercial expan- 
sion in our direction and of our loss of expansive power in their 
direction. Our investments, of course, go to maintain the 
foreign employments which to a large part compete with our 
own, and the amount of imports representing the interest on 
those investments is paid for by the interest itself. It is revenue 
upon capital sent abroad in the past, and calls for no product of 
present employment to go abroad now. No data exist for an 
estimate which can pretend to be exact, but the probable truth 
about our foreign trade is that it provides, through imports into 
this country, about £320,000,000 of present annual employ- 
ment for foreigners, and only about £200,000,000 of present 
annual employment for ourselves, including all shipping freights 
for which the foreign consumer pays. But relative productive 
power, let us remember (not the merely distributive work of 


THE ECONOMICS OF EMPIRE 47 


transport), must determine in the end relative wealth and 
relative success in commerce as a whole. From America and 
Germany alone we take actual goods annually to the amount 
of about £160,000,000, while they take British goods in return 
to the value of only about £50,000,000, Our foreign trade, 
therefore, creates three times the amount of productive employ- 
ment in America and Germany that it creates in the United 
Kingdom. Asa result there must be a constant relative increase 
of their economic power anda relative decrease in our economic 
power, as we shall perceive in examining the question of imports 
separately. But upon relative success everything depends for us. 
It will not be enough for us to do a large trade upon the sea if 
any power is to do a larger trade. 

The real problem that the Empire has to face and solve is 
that of developing the productive power of the Mother Country 
and the Colonies alike in ways that will promote exchange 
between them, increase the volume of our Imperial commerce, 
and promote therefore our mercantile supremacy. It may be 
shown that the policy of preferential trade reviving the historic 
spirit of the old colonial laws to which we owe wealth and empire 
alike, can be the only security for the maintenance of both one 
and the other under the modern conditions of commerce. 


XI 


To complete our investigation of foreign trade (and before 
entering upon the whole subject of Imperial trade), we must 
examine the character and effect of our foreign imports and 
their real effect upon national industry. It must be pointed out 
to begin with that the elementary necessity of useful thinking 
upon the subject is to distinguish between imports and imports. 
The Cobden Club would have us believe that it is not necessary 
to distinguish, and that everything must be well so long as 
the volume of our imports is very large and continues to grow 
without ceasing. One import on this principle is as good as 
another import, and “a great deal better.” The formula 
has spared two generations of Englishmen the trouble of 
exercising their intelligence, but no one can seriously maintain 
it now except an insular professor with no practical experience 
who has failed to keep his theoretical knowledge up to date. 
He does not understand his own theory indeed, and does not 
understand Cobden. The doctrine of Free Trade rests essentially 
upon the idea of international division of labour, which must 
necessarily mean the most advantageous conditions of exchange 
for all concerned. Cobden’s idea, as he repeatedly expressed 
it in such speeches as those from which we have quoted in an 
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earlier part of these pages, was that “ free imports ” would draw 
foreign nations away from their weak and artificial effurts to 
compete in manufacture with this country, and would teach 
them to find their profit in providing food and raw material for 
our people. That was and remains the sound ideal. Cobden’s 
error lay in imagining that the “free import” of everything 
would promote it. Our present system encourages the import 
of competitive manufactures most ; it encourages the import 
of raw material least, and therefore encourages least the pro- 
duction and export of finished articles. Simultaneously the 
tariff laws of every other industrial nation discourage extremely 
the export of British manufactures. The elements of sane 
policy demand under these circumstances that we should reverse 
our present practice, and endeavour to promote our import of 
raw materials more and our import of competitive manufactures 
less. Otherwise the productive factors of our industrial power 
must continue to be weakened, although the increase of purely 
distributive profits will continue for a considerable period to 
conceal as it does now the full extent of the injury to the foun- 
dations of our wealth. 

Let us take, to begin with, the change in our commercial 
relations with America. If we examine the British returns of 
trade with the United States for 1866 we shall see an ideal 
example of the kind of exchange which Cobden meant his 
methods to secure : 


Our AMERICAN IMPORTS AND Exports, 1866. 
IMPORTS FROM AMERICA. Exports To AMERICA. 


Million £ Million £. 
Food, grain, &c.  . . 6.0 Food . , . 02 


Raw cotton . , . 35.0 Raw material (coal, 
Other raw materials . 7.0 tin, &c.) 


Articles wholly and partly 8 Textile and metal 
manufactured e pls Ronee _ 


Other manufactures 5.6 


48.8 28.5 

Here was the division of employment carried to what the 
Americans thought an intolerable length. The Far West had 
not been opened up. American corn had not begun to swamp 
British agriculture. Almost the only finished manufactures we 
received from America were,a small quantity of clocks. Six- 
sevenths of our whole import from across the Atlantic con- 
sisted of raw materials for our industries ; and our return 
export was greater in value than it is to-day, and composed 
almost exclusively of fully-finished manufactures. No employ- 
ment whatever was injuriously affected by our imports, Even 
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agriculture was not depressed, and every department of our 
manufacturing industry was stimulated. But if we make out a 
rough account for 1902, the result will come out in this fashion : 


Our AMERICAN IMPORTS AND ExporTs, 1902. 
IMPORTS FROM AMERICA. Exports TO AMERICA. 
Million £. Million £. 
Food products . , . se Food and drink . eee 
Raw cotton ‘ ‘ - 2 Raw materials . ‘ . 38 
Other raw materials . . 26 Manufactures . ‘ . I9g'0 
Manufactures . ‘ . 18 


127 23.8 

Thus America now sends us practically as much manu- 
factures as she receives, and much of them of a competing kind, 
as we have had good, and shall have better, reason to know. 
Her export of raw cotton to this country is declining since she 
created a great cotton industry of her own, and she is beginning 
to meet with slight but significant success in selling cotton 
manufactures upon this side of the Atlantic. On the other hand 
the analysis of our own exports shown above is the analysis for 
an exceptionally favourable year as we have already explained. 
In an ordinary year we now send a smaller quantity of manu- 
factures to America than we receive from her, so that, however 
the account between the two nations may be balanced under 
those circumstances, the great supplies of food and raw 
material we receive from her do not set up on this side the 
vast process of industrial activity for purposes of exchange that 
Cobden would have imagined. However imports and exports 
are balanced, it is untrue that they must always excite an equal 
amount of employment. Leaving out freights altogether, we 
pay on the average for about {100,000,000 annually of 
American employment, and Americans pay about £20,000,000 
a year on the average towards providing British employment. 

Let us analyse from this point of view the glowing story of 
increasing imports from foreign countries which excites the 
“free importer” to oratorical enthusiasm. Taking years of 
highest trade during the last generation, the increase has been 
as shown in the succeeding table : 


BriTIisH IMPORTS FROM FOREIGN COUNTRIES, 1872-1902. 
Million £. Million £. 
1872. . - 275 1890 . . 324 
1882 . - 314 Ig00 . - 414 
1902 . . 422 
The increase in value has thus been more than 50 per cent., while 
in the same period there has been no increase whatever in our 
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corresponding exports, and on the contrary, there has been a 
large falling-off in the foreign demand, taken as a whole, for 
British manufactures. But we must not look at the mass of 
our imports without inquiring into their character. We must 
endeavour to give ourselves a clear idea of what it is we are 
importing. The deplorable deficiency of a logical system of 
classification in the Board of Trade returns makes the task 
more difficult to carry out than it would be in any other 
country in Europe, even for the purposes of the more recent 
period. From 1846 to 1882 we have no classification what- 
ever of our trade accounts into the divisions of goods dis- 
tinguished in foreign statistics as follows : (1) Raw materials for 
industrial purposes ; (2) manufactures ; (3) articles of food and 
drink. If our imports and exports alike had been analysed 
upon this principle since 1846 many fallacies prevalent in this 
country, and in this alone, would have been impossible. But 
we possess these data at least for the last twenty years, and 
they are sufficiently instructive. The first object must be to 
discover how the increase in our imports of raw material 
compares with what has taken place in other countries. We 
are told that “free imports” are indispensable for the main- 
tenance of our industrial position, if only because they mean a 
cheap and abundant supply of raw material. No modern 
tariff puts taxes upon raw material. It cannot become too 
cheap or too abundant for the purposes of the manufactures it 
supplies, and as to this class of our imports at least we may 
agree with the Cobden Club that we can never have too much 
of them. But Germany, for instance, places all raw material 
on the free list, while maintaining at the same time a tariff at 
an average of 17 per cent. ad valorem upon all foreign manu- 
factures. Even in the United States every raw material except 
wool is on the free list, and in spite of her endless internal 
resources America is increasing her import of raw materials 
with remarkable rapidity. For a country like ours which above 
all depends upon sea-borne supplies for the crude matter of 
all its greatest industries, the comparative growth of consuming 
power in respect of those supplies must furnish an absolutely 
conclusive test of industrial force. We give, therefore, a table 
showing the rise in raw material imports of the four leading 
manufacturing nations during | the last twenty years: 


COMPARATIVE IMPORTS OF RAW MATERIAL, 1883-1902. 
United Kingdom. Germany. France. United States. 
Million £. Million . Million £. Million £. 
1883. . 165 
1902. . “S85 


20 
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Clearly Cobdenism does not stand the test even of imports. 
Germany is increasing her industrial consuming-power more 
than three times as fast as we are; the United States demand 
is expanding twice as fast, and even France shows a much more 
rapid increase relatively to the figures from which she started 
in 1883. But if we narrow the period under review the result 
is more striking still ; the full power of foreign competition has 
been only felt by this country since 1890, and if we draw the 
comparison from that year and the next maximum year of 
trade, 1900, we shall get a still more significant result : 


CoMPARATIVE IMPORTS OF Raw MATERIAL, 1890-1900. 


United Kingdom. Germany. ~ France. United States. 
Million £. Million £. Million £. Million £. 


1890. . 165 89 94 37 
Ig00 . - 192 140 121 62 


27 51 27 25 
(or16%) = (or 557%) = (or 29%) = (or 34 %) 

The food that we import for our people is no test in itself 
of our industrial development. It represents popular cheap 
consumption, but it may or may not be associated with suc- 
cessful manufacturing production. But if cheap imports of 
food alone were stimulating our national output in proportion 
to the huge volume of them we receive, our demand for raw 
material should increase far more rapidly than in any country 
under a tariff on this side of the Atlantic. That would mean 
the utmost vigour of production, the maximum demand for 
labour, the highest level of wages, and a general prevalence of 
American conditions. But let us take a final table before leav- 
ing this side of the question, and we shall see that nothing of 
the kind is occurring. 


CLASSIFICATION OF BRITISH IMPORTS FOR THE TWENTY YEARS 1883-1902. 

1883. 1902, Increase 

Million £. Million £. per cent. 

Food and tobacco . : ‘ ‘ 192.1 224.5 +17 

Foreign manufactures and miscel- 68.7 
laneous . ‘ . ‘ 

Raw materials for industrial -"_ 164.8 
poses ‘ 


119.2 +72 


185.1 +13 


Totals . : ; 425.6 528.8 


Then we see at once that of the three main classes of our 
imports raw materials are the lowest upon the list in their rate 
of increase, and when we compare them with the amazing flood 
of foreign goods wholly or mainly manufactured, which have 
increased during the last twenty years five times more rapidly 
than the raw materials, we reach the contrast that destroys the 


52 THE NATIONAL REVIEW 


case for “ free imports.” We see what it really means to keep 
an open dumping-ground for all the countries who do their 
utmost to prevent us from selling. They effectually succeed in 
forcing down, as we have seen, our foreign trade in manufac- 
tured goods, and at the same time their competitive manufac- 
tures attack our industrial position at the centre and force 
British capital to stand upon the defensive. Capital in this 
country hesitates, and the country in which capital continues to 
hesitate must be lost. The vigorous impulse, the confidence, 
the forward spirit which are the very breath and life of enterprise 
must be wanting where a profound sense of insecurity and an 
anxious apprehension as to the future become feelings spread- 
ing through the whole sphere of business. In this one market 
with forty million inhabitants our competitors now sell far more 
manufactured goods than we sell in our turn in all the markets 
of Europe and the United States with their more than four 
hundred millions of people—and very nearly as much as we 
now sell to the whole world outside the British Empire. This 
latter statement may be illustrated by perhaps the most 
astounding set of figures that we have had to bring forward 
in these pages. We have drawn attention to the defective 
arrangement of the Board of Trade Returns in former years. 


Some commencement, however, is now being made in the 
work of arranging them upon the model of the German green 
books. The result has been to reveal the fact that the real 
proportion of “articles wholly or mainly manufactured” had 
previously been much understated. That amount last year 
reached the stupendous sum of £135,000,000. We can now 
arrive at the following statement : 


1902. 

Total Export of British wholly and mainly 
manufactured goods to all foreign na | . £140,000,000 
kets throughout the world 

Total import of foreign manufactures 
(wholly or mainly finished) into | . £135,000,000 
United Kingdom alone nm ; 


Practically, therefore, it comes to this. In our foreign trade 
there is no such thing as a net export of manufactures, Foreign 
countries measure the progress of their competitive ability by 
the true test. They deduct their imported manufactures from 
their exported manufactures, and the balance in favour of the 
latter shows the degree to which they are succeeding against 
foreign competition. France, for instance, steadily increases 
the exports of her own manufactures, but during the last twenty 
years she has not increased at all her purchases of foreign 
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manufactures. Germany reverses our example. Her more or 
less finished imports progress as slowly in value as do our raw 
materials ; but her raw materials grow in value as rapidly as 
does our import of more or less finished goods. Upon this test 
again the argument for free imports breaks down. The tariff 
is expressly meant wherever it is adopted to keep down the 
influx of foreign competitive goods in order to secure the fullest 
development of home production, and to enable national 
industry through that fact to compete with more effect abroad. 
In every industrial country under the tariff, therefore, the “ net 
export” of manufactures is an increasing quantity. In the 
only country under free imports it is a diminishing and dis- 
appearing—apart from our trade.with the Colonies it is practi- 
cally an already vanished—quantity. When, as a result of this 
double-action of hostile tariffs against ourselves and free im- 
ports in favour of our rivals, we find that German total trade to 
foreign countries is now larger than our own, and that we have 
already nearly reached the point where we shall receive more 
manufactures from our continental and American competitors 
than we now sell to all the foreign markets of the world put 
together—when this is our position, it is in vain to talk of our 
commercial ascendency outside the Empire. There it has ceased 
to prevail. If we relied upon our foreign commerce alone 
and persisted in the fiscal system which promotes the competi- 
tive progress of all our rivals and retards our own, we should 
have to regard ourselves as a decaying nation both in commerce 
and power. Our supremacy in the trade of the world is hence- 
forth a question of defending and developing our supremacy in 
the trade of the Empire. 


XII 


Another fundamental question now remains to be discussed 
before we can enter with profit upon the closer examination of 
Imperial trade and Mr. Chamberlain’s proposals. We have 
seen that free imports have resulted in the loss of our 
ascendency in foreign trade. What, we have to ask ourselves 
in the next place, has been their effect upon the commercial 
interest that is incomparably more important than foreign 
trade—our home trade? The total value of our home pro- 
duction is generally taken to be eight times the value of our 
exports. In the absence of a complete industrial census for 
this country that estimate is a guess, but when we are dealing 
with round numbers of great magnitude, it may be taken 
as a basis to work upon. Last year our total exports were 
£283,000,000. If this is to be taken as the index,) and 
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to be multiplied eight times, we shall arrive at more than 
£2,000,000,000 as the aggregate annual value of home pro- 
duction, “Buy in the cheapest and sell in the dearest 
market” was the watchword of Cobdenism. It is an admirable 
principle if you are only allowed to act upon it. But in 
practice it has proved a pious aspiration, and not a maxim 
which it is possible in international business to apply. We 
may buy in the cheapest market to any extent we please under 
free imports so long as our wealth remains, but tariffs are a 
means of preventing us more and more from selling in the 
dearest market. They prevent us to a further extent from 
selling what we most wish to sell where they do not prevent us 
altogether from selling. In every competitive country the 
natural expansion of our trade has been kept down for a 
generation. It does not increase. Apart from coal it steadily 
declines in value and in character. “ Buying in the cheapest 
and selling in the dearest market” was always a feasible opera- 
tion when the complete international division of employment 
really existed for our purposes ; when this island was the one 
great industrial workshop in an agricultural world which had to 
have our manufactures or none. But the appearance of identity 
of employments has changed all that. We have had to learn 
what even America will one day learn, that as no man is 
indispensable no nation is indispensable. We must still live, 
but our neighbours no longer see that necessity. 

The maxim of the universal revolt against Cobdenism, on the 
other hand, has been this very different one: ‘Take care of 
the home market and the foreign market will take care of 
itself.” This principle has been adopted in many countries, 
and has been successful in all, for reasons that may be quite 
clearly shown. It has the immense advantage over the 
catchwords of the Cobden Club that it looks first to the only 
market of which a nation can make itself perfectly sure, and it 
makes sure of that market. The base of national industry 
being secured, the uncertainties of external trade can be faced 
with more confidence, and therefore with more success, This 
has been so in countries differing in circumstances to the 
extremest extent conceivable—the United States, Germany, 
France, Belgium, Switzerland, Italy. The inexhaustible 
ingenuity of the Cobden Glub invents a separate explanation 
for the progress of each one of these countries under Protection. 
But, after all, there is a limit to the resources of special 
pleading. These countries have nothing in common but success 
and the tariff, and the plain man will continue to think that 
circumstantial evidence is especially convincing when we 
invariably find the trout inthe milk. In national industry home 
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trade is the foundation and foreign trade the superstructure. 
If the latter, over a considerable period of years, shows alarming 
tendencies to collapse, the real reasons must be looked for in 
the conditions of home production. We shall see how free 
imports affect national industry as a whole, and the permanent 
conditions of competitive power. 

Let us indicate in the first place, in a still more instructive 
form than before, the parallel process by which our exporting 
power has been progressively weakened as our imports of foreign 
manufactures have increased upon an extraordinary scale. The 
following table shows the comparison for thirty years between 
these two classes of trade and the remarkable decline of our net 
exports : 

MANUFACTURED Exports AND IMporTS, 1872-1902. 


Exports—British British Imports of Net 
Manufactures. Foreign Manufactures. Exports. 
Million £. Million £. Million £. 


1872 val 236 o0e 35 ove 231 
1882 ius 217 por 52 eee 165 
1890 nai 230 ose 63 via 167 
1902* eee 229 one 99 eee 130 
These exports are the index of our competitive power in the 
markets of the world, and they show that although 1902 was 
a better year than rg900 for our shipments of manufactured 
articles, they did not reach the values of 1890, when our popu- 
lation was considerably less, and were still more below the 
values of 1872, when our population was but two-thirds of what 
it is now. Pass to the figures which show the competitive 
success of the protected countries in our own market, and we 
see that this index points to the fact that foreign goods are now 
swamping in at a rate of increase which leaps upward by thirty 
millions sterling a decade, and goes on without pause or check 
from year to year. In this portion of the world’s trade, and 
probably in this portion alone, there is no such thing as fluc- 
tuation. The thing goes on with remorseless and monotonous 
regularity, rising year after year without intermission through 
good times and bad. Nor do the figures we have just given 
disclose the full gravity of the case. Upon the new form of 
summary adopted by the Board of Trade the true state of the 
Case is revealed as follows : 


MANUFACTURED ExporTs AND IMPORTS, 1902. 
British Exports of articles wholly or iat — 
2 


manufactured seas 


British imports of articles wholly « or mainly 
manufactured ..<- «  - 135,000,000 


Balance . ‘ r i ‘ ‘é . £100,000,000 


* Excluding, for comparative purposes, n new om value £5,900,000, 
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That balance for all practical purposes represents Colonial 
trade exclusively, but it is certain that under our present fiscal 
system we should reach in less than twenty years the time when 
our net export would be extinguished—when the country form- 
ing the common dumping-ground for the workshops of the 
world would no longer be able to pay for its manufactured 
imports alone by the whole of its manufactured exports. In 
what mysterious fashion we should then balance our little bill 
of some £400,000,000 annually for food and raw material— 
that may be known to Providence and Sir Francis Mowatt. 
But now let us turn to another table still, which shows yet 
more clearly that we suffer from some malady of the home 
market-—that the complaint of British commerce is a weak 
action of the heart. The figures show the course of our two 
staple trades, textiles and metals, for the years of maximum 
trade since 1866: 


Exports oF STAPLE MANUFACTURES, 1866-1902. 


1866. 1872. 1882. 1890. 1902, 
Million Miéillion Méillion Méillion Million 
4 is . 


Iron and steel, machinery, hard- 
ware and cutlery Jj 358 

as 
100.7 


49-3 47:5 50.6 49.8 


113.8 95.8 95-8 93-5 


apparel, haberdashery) . ‘ 
Total . . 126.5 163.1 143.3 146.4 143.3 


Now it is upon the success of these two great groups of 
industries, iron and steel and textiles, that the maintenance of our 
whole trade depends. But these English staples, which were 
unchallenged in the world before the era of free imports, show, 
except in the single item of machinery, either an ominous 
shrinkage or a disquieting stagnation. Our cotton export has 
never gone much beyond the figures reached at the close of 
the American Civil War. It is not a progressive industry. It 
marks time but marks time with difficulty. Of woollens we 
export less value than we did in 1890, less than half what we 
did in 1872, less even than we did in 1866. Since the latter 
year our exports of linen manufactures have never ceased to 
decline. 

In the meantime, in spite of the illusion that a country under 
free imports must have cheaper supply of raw material than 
Protected countries, the consuming power of our competitors 
has been steadily enlarged. Our own consumption of raw 
cotton, wool and flax taken together has been stationary since 
1890, when the change in the conditions of our trade began 
to enter upon its most serious phase. In the meantime, 
Germany, France, Belgium, Italy have, on the average, doubled 
their imports. Less than half the Amevican exporis of raw 
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cotton now go to the County Palatine, and little as Lancashire 
is willing to believe it, the conditions of her trade under the 
present fiscal system are likely to become more precarious than 
those of any other industry except iron and steel. The 
American cotton manufacture is already as extensive as the 
British, and it is only in its infancy. The success it has 
already achieved in the Far East points to a great develop- 
ment in the future, and the firmness of Washington diplomacy 
at Pekin is largely due to the conviction of Americans that 
their cotton export will be as dominant in the Chinese market 
as is ours in India. The United States last year sent fourfold 
the amount of cotton goods to the Far East than they did ten 
years ago. And they have already effected a lodgment in 
India. This is a point to which we shall return in reviewing 
the probable effect of a preference policy upon the various 
classes of our trade. Lancashire also would find her clear 
account in the reservation of the Imperial market for Imperial 
trade as America reserves her own market for her own cottons. 

But for immediate purposes we have to deal with a more 
serious question. The position of the iron and steel trade in 
this country will play the largest part in deciding the direction 
of tariff reform in Great Britain just as the same industry 
did in America after the Civil War, in Germany, where its 
situation was becoming untenable when Bismarck broke with 
Free Trade, and in France, where the Méline tariff was deeply 
influenced by the representatives of the metallurgical trades. 
No more significant document bearing upon the inquiry has 
been issued than the White Paper on “ Iron and Steel,” recently 
prepared for the House of Commons. The iron trade in every 
manufacturing country is the keystone of national industry. 
In this country it is no less vitally important than in the United 
States or Germany. It was the beginning of our industrial 
greatness. We have every facility, except indeed the tariff, 
for producing this manufacture cheaper than any other nation 
produces it upon this side of the Atlantic. If we cannot 
hold our own in iron and steel we can hold our own in nothing. 
If that is to go trade after trade must follow, for we shall never 
recover our ground once we have made that surrender. It is 
no longer a minor industry that is attacked like silk and glass 
and chemicals. As the Corn Laws in Cobden’s idea were “ the 
keystone in the arch of monopoly” it is certain that the iron 
and steel trade is the keystone in the arch of national manu- 
facture, and if we allow it to be pulled out nothing in the 
fabric can stand. Our commercial ascendency has disappeared 
as we have shown in respect of trade outside the Empire. Our 
ascendency in the output of iron and steel had long since 
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disappeared. But we had yielded until within the last few years 
to America only. Now we have been surpassed by Germany 
also both in production and consumption, and nothing can be 
more certain than that our whole manufacturing future will 
be decided by the policy we now adopt with regard to our 
fundamental trade. When “free imports” were introduced, 
and for long afterwards as we have seen, there was no rivalry 
to British iron, What has been called “the vital and ener- 
getic principle of Free Trade, division of labour” still existed 
among the civilised nations. In the days of railway construc- 
tion the demand for iron had never been so great, and for 
nearly thirty years our monopoly for all practical purposes 
was unbroken. In the ’sixties our output of pig iron was still 
twice as great as that of all the rest of the world. In the 
’seventies we still made as much as all the rest of the world. In 
the eighties we were still first. In the ’nineties America sur- 
passed us as she was bound to do. But in 1900 Germany’s 
consumption of pig iron, though not her output, for the first 
time excelled our own—one of the most remarkable facts in 
our economic history and indeed in our history as a whole, 
though we gave it very little attention. Finally, in the present 
year itis certain that we shall be far excelled by Germany in 
output, and under present conditions we shall be relegated per- 
manently to the third place. With another ten years like the 
last the country that made more iron and steel than all the 
remainder of the world a generation ago, would produce a little 
more than a quarter of the combined output of the United 
States and Germany. Let us take from the White Paper and 
other sources the following figures : 


PRODUCTION OF PiaG-IRON. 


Great Britain. Germany. United States. 
Million tons. Million tons, Million tons, 


1871 . , : ‘ 6. 5 By 3 1.9 
1880 . . m . , 2.7 3.8 
1890 . ° : . , 4.6 9.2 
1900 . . . ° A 8.5 13.8 
1902 . . . . r 8.4 17.8 


In the present year the United States is turning out pig iron at 
the equivalent of twenty million tons a year, and Germany is 
outstripping us this year in the volume of her output. But let 
us now take the further table showing the relative increase for 
the three countries in the make of steel: 


STEEL PRopDucTION, 1880-1902. 


United Kingdom. Germany. United States. 
Million tons. Million tons. Million tons. 
1.4 0.7 1.2 


4.8 7.8 15.0 
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We have increased our make of steel threefold in this period. 
Germany has increased her output elevenfold, and the United 
States shows a twelvefold expansion. These are facts which 
must give us reason to reflect. It might be shown that even 
in France the consumption has increased at a considerably 
greater rate than has been the case in his country, and the same 
is true of other nations. The only country which is under free 
imports is the country which is least progressive in the central 
trade of modern industry. If this can happen to us under 
free imports anything can happen to us under that system. 
Our shipbuilding and shipowning are not more pre-eminent to- 
day than were our iron and steel trades up to twenty years ago. 
Yet in two decades—moments in the life of a nation—we have 
been pushed from our leading place to the rear position. Now 
the Westphalian iron industry is of all German trades the one 
iu which wages are most nearly on a level with our own. The 
Lancashire cotton trade is far less powerful by comparison with 
the competitve manufactures across the Atlantic than the 
British iron trade seemed two short decades since by compari- 
son with the American iron trade. Twenty years ago our 
position in the metallurgical industries seemed as unshakable 
as the pillars of Hercules, and even ten years ago any one 
would have been scouted as a fantastic alarmist who had 
ventured to prophesy that in the present year of grace America 
would make far more than double our quantity of pig iron 
with four times our quantity of steel, while Germany would 
turn out a larger quantity of pig iron and twice the weight of 
steel. 

This is the classic instance of the position when three 
countries have identity of employments and two can sell freely in 
the markets of the third, but the third possesses no similar facility 
in either of the other markets. Consider the situation that is 
thus created. We are at the point in respect of iron and steel 
at which we stood when the British farmer began to be sub- 
merged by the free importation of American agriculture. This 
meant that land was about to be thrown out of cultivation, 
and that the demand for rural labour was about to be reduced. 
We shall see history repeating itself with considerable exact- 
ness unless we alter our methods. We shall see blast furnaces 
blown out, workshops lying idle, and workmen disbanded. We 
shall see in the British iron and steel trades a very considerable 
degree of ruin indeed. And after that there will not be a single 
industry in this island—not one—which will be able to con- 
sider itself secure, or to look with confidence to the future. We 
export woollen goods, for instance, to the value of £15,000,000, 
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and we receive in return foreign woollens to the value of no less 
than £11,000,000. And this is the trade of which Defoe wrote 
two centuries since: ‘ Take our English woollen manufacture, 
and go where you will you find it. In a word, all the world wears 
it, and all the world, almost, envies us the glory and advantage 
of it.” Last year foreign iron and steel. manufactures came 
into the country to the extent of {8,000,000 sterling, a larger 
amount than we sell to Germany, France, and Belgium put 
together. For they have iron manfactures of their own, and 
they have also a tariff. The Cobdenite controversialist must 
come down from the region of optimistic abstractions and con- 
sent to consider the influence of particular conditions upon a 
particular English trade. The theory is that if one industry is 
ruined some other industry will be created. But that is not an 
argument likely to carry immediate weight in the ironmaking 
districts. It is certain that the country will not trust to the 
theory of automatic compensation. If our iron trade is injured 
deeply by the actions of foreign syndicates which are protected 
by the tariff from reprisals, we shall be a weaker nation than 
before. We shall be weaker even though our shipbuilding 
continues to flourish upon cheap German iron and steel until 
our shipbuilding in its turn is removed to the countries where 
the materials are cheapest. 


XIII 


Mr. Chamberlain’s opponents have determined not to believe 
in the theory of dumping with regard to iron and steel. But 
to fully understand that issue, we must consider both sides of 
it. The increase of foreign imports in this country reduces 
the competitive power of the irades they attack, and not only 
lowers the general rate of home production, but reduces 
exports. It is clear when a country begins to “dump ”’ in this 
market the products of any given trade, that if we cannot hold 
our own market against the invader, much less can we con- 
tinue to export to that country in that trade. The ensuing 
figures show both sides of the account: 

18or. 1902. 
Imports of foreign iron, steel, and machinery from 

Germany (with Holland) and Belgium 
Exports of British iron, steel, and machinery to 

Germany (with Holland) and Belgium. } _ eel 


} £2,300,000 £8,100,000 


Eleven years ago it will be seen we still exported to Germany 
and Belgium nearly twice as much iron, steel, and machinery 
as we received from those countries. Now the proportions will 
soon be reversed. These two nations were able to send us 
twice as much iron and steel last year as we soidto them. Thus 
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British industry is ceasing to be a feeder of foreign enterprise. 
The Continental iron and steel trades have begun instead to 
feed certain British trades at the expense of other British trades. 
If we are once undersold then upon the Cobdenite theory of 
national helplessness we are superseded. The causes may be 
irresistible, the remedies impracticable, and the consequences 
good. Butno nation can leave these things to the blind conflict 
of private atoms each pursuing its ideal of immediate cheapness 
without regard to the fate of his neighbour. According to the 
Cobdenite scheme of our national future we must depend upon 
the United States for the food of our people and upon Germany 
for the materials of our ships, This, in short, would be identity 
of employments—except in respect of those we had not got. 
Cobden was no enemy of the agricultural interest. He hated 
to see land badly tilled or out of cultivation, and he genuinely 
believed that Free Trade could influence no rural interest 
injuriously. He maintained that his policy would throw not 
one acre of corn out of cultivation, and when he reasoned out 
the state of the foreign supply in Europe and America his 
teaching seemed to be most in accordance with common sense 
and probability. Those who warned the country in vain against 
a coming dumping-power of foreign nations with respect to 
corn, were actuated as plain men constantly are by the “ pro- 
phetic soul” and not by the immediate state of the facts. They 
expected oaks to grow where they saw an acorn planted. In 
the case of Peter Bell’s primrose, “a primrose by the river’s 
brim, a yellow primrose was to him and it was nothing more.” 
But when orthodox minds point out in the name of common 
sense that an acorn is nothing more than an acorn, after 
all, the free-importing attitude of mind is more serious than 
that of Peter Bell. It always begins by denying that a certain 
economic development involving the displacement of a British 
trade will occur; it always ends when that displacement has 
happened by declaring it to be good. Cobden did not see where 
the agricultural inundation was to come from, and down to the 
‘sixties the chief writers of his school were no less sceptical. 
One of the ablest of them, McCulloch, wrote thus before the 
inundation and to every thinker on that side the statement 
seemed unquestionably sound: “In truth and reality improve- 
ments of all other sorts have been more vigorously prosecuted 
since the repeal of the Corn Laws than at any former period. 
There is nothing in our present condition or in that of the 
countries whence we draw a portion of our supplies, to warrant 
the expectation that it will be otherwise in time to come; and 
a great deal of uncertainty must no doubt always attach to 
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prospective estimates of prices; but so far as a conclusion may 
be drawn beforehand on such a subject, the landlords and 
farmers may dismiss their fears and apprehensions, if they enter- 
tained any, of ruin from a Free Trade in corn.” 

The process of argument it will be observed is still the same. 
First the predicted evils will not happen ; second, they will be un- 
avoidable and advantageous when they do. Either the beginnings 
of competition are so small that your fears are ludicrous, or the 
triumph of foreign competition is so complete that your objec- 
tions are absurd ; and you are struggling against economic laws 
if you endeavour to state the case for home industry. But in 
the present instance the situation is plain, and there is no limit 
to the possibilities of disaster that lie before the indispensable 
industry of the nation. We are importing £ 8,000,000 annually 
of foreign iron and steel at a moment when the colossal pro- 
ductive energy of America is temporarily unable to act upon 
this market. But it is as obvious as anything in business can 
be that these conditions must pass away at no very distant date, 
and that the American iron and steel trade will have once more 
a huge surplus for export. It will not be less than 2,000,000 
tons. There will be no reason why it should not be 5,000,000 
tons, for the apparatus at the disposal of the Steel Trust can 
produce as large a quantity of metal as the foreign market— 
which means for all practical purposes the British Empire— 
can be induced or compelled to absorb. When the crash came 
in Germany and the internal demand collapsed, there was a 
surplus—-and the Westphalian syndicates saved themselves or 
at least minimised their losses in the only possible way by 
flinging that surplus upon the British market. The German 
crisis came in 1900—+the result was seen in the British Trade 
Returns of rg01. For the purposes of the comparison between 
the two years it must be remembered that Rhenish iron and 
steel are shipped through Holland. 


THE GERMAN CRISIS AND THE BriTIsH DuMPING-GROUND, 1900-1901. 
1900. Igo. 
Tons. Tons. 
Imports from Germany 
and Holland— 

Pigiron . : . - 9,000 24,000 

Bar-iron, &c. . ‘ . 2,000 14,000 

Iron and steel, unwrpught 6,000 g0,000 

Various manufactures . 13,000 18,000 

Rails ; ; ‘ . 17,000 19,000 

Unenumerated . . . 84,000 117,000 


Total weight dumped . 51,000 282,000 
Machinery being entered only by value, it is more difficult to 
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show what occurred with regard to it, the fall in price for 
dumping purposes concealing the real increase in the quantities 
dumped, but the figures are as follows : 


1900, Igol. 
Machinery imported from Holland and Belgium £577,000 £773,000 


In other words, Germany was allowed to save herself at the 
expense of British manufacturers, who were dragged down with 
the fall of their rivals, but were made to fall undermost. Ifa 
tariff had existed in this market equivalent to the German duty 
on iron and steel, the Westphalian syndicates would have had 
to suffer far greater losses; they would have been forced either 
to sell more cheaply still in this market, or would not have been 
able to sell at all. They would have had to contract their 
output by comparison with ours, their competitive power would 
have suffered a grave injury, and ours would have been 
improved, This is how dumping works out in practice to the 
progressive weakening of national industry. As a result of her 
crisis Germany would have been third this year in her output 
of iron and steel had it not been for the facilities for main- 
taining her output which our fiscal system affords her. But 
“free imports” existed, and free imports were utilised. The 
final effect has been to contract British output more than 
German, and to depress this country still further from its 
historic position in iron and steel. The process, it will be 
observed, has three stages: (a) there is a German crisis in 
1900 ; (4) the Westphalian syndicates fling their surplus upon 
the British dumping-ground in 1go1; (c) German output in 
1902 shows a recovery accordingly, and British output a 
relative weakness. These stages appear very clearly in figures 
that we may draw again from the White Paper : 

COMPARATIVE OUTPUT, 1900-1902. 
Pic Iron. STEEL. 


1900, Ig0l. 1902, 1900. 1gol. 1902, 
Tons. Tons, Tons. Tons, Tons. Tons, 


England . 9,000,000 7,900,000 8,500,000 4,900,000 4,900,000 4,800,000 
Germany. 8,500,000 7,800,000 8,400,000 6,600,000 6,400,000 7,800,000 

The ultimate effect upon productive energy we see in 1903, 
when Germany is exporting a million tons of her annual 
output to the British Empire, and is enabled by that fact to 
rank as the second iron and steel power. We are told with 
curious humour by the resolute apologists of the system which 
makes these things possible, that the blows inflicted by protected 
Capital upon British capital by ruthless selling below cost price, 
cannot be continual. True; but they leave as we see 
permanent effects upon the victim, and permanently reduce 
his strength and spirit by comparison with his assailant. We 
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can assemble the materials of iron and steel manufacture 
cheaper in this country than they can be assembled in Germany. 
We can ship the finished product more cheaply owing to our 
still unrivalled facilities of access to the sea, The cause of our 
under-production, and therefore of our competitive weakness, 
and our disquieting outlook in iron and steel, lies simply and 
alone in the hopeless strategical disadvantage under which we 
place ourselves by our present fiscal system. A Crisis in the 
affairs of our rivals, so long as the dumping-ground remains 
open, must be a greater injury to us in the long run than to 
them. We can no more stay the conquest of industry after 
industry by foreign competition under these circumstances than 
we could stay the progress of a steam roller by repeating the 
shorter catechism. 

But if this has been the result of the German Kyvrach what 
will be the natural consequences of the American reaction ? 
They will be destructive beyond example, and if they are 
allowed unchecked play in this country they will eliminate 
British iron and steel from serious consideration as competitive 
factors in the commerce of the world, and in the commerce of the 
Empire outside these islands. These apprehensions are not 
visionary but practical, and they depend upon a reasoned con- 
sideration of relative force and opportunities. They were not 
caused, as the Spectator seems to imagine, by the vapourings of 
Mr. Charles Schwab, nor are they removed by the fact of that 
individual’s reputation becoming defunct. What is forgotten by 
our excellent Spectator and by the persevering casuist of the 
Westminster Gazette is that the competitive power of America 
has been suspended owing to the internal activity hitherto 
sustained by the speculative finance of the Trusts. There is 
no difficulty now when the Trusts are upon an .unsound 
basis. We are sending iron and steel to America, which is a 
thing quite as remarkable as sending coals to Newcastle, The 
writer of the nimble leading articles in the Westminster Gazette 
always seems in Queen Elizabeth’s metaphor like one travelling 
over a bog—if he paused he would sink. But if he will risk 
pausing and try to think it out again he will see that all the 
true probabilities are obviously the opposite of his conception. 
A financial crisis would not remove the competitive danger 
on the side of America. J¢ would create it. America has. at 
present no surplus available for dumping, but when internal 
speculation breaks she will have the huge surplus of a produc- 
tion now amounting to 20,000,000 tons of pig iron and over 
15,000,000 tons of steel ; she will have to dump that surplus, 
and she will do what she has always proposed to herself to do 
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by dumping in the only country where no tariff exists to pre- 
vent dumping. The Cobdenites may disbelieve in the invasion 
of steel as Cobden himself disbelieved in the inundation of 
corn. But the calculation rests in one case as in the other not 
at all upon speculation but upon a comparison of productive 
forces. America had the larger output of wheat and swamped 
the position of the British farmer accordingly. Her output of 
iron and steel relatively to our own will become equally large 
by comparison if we allow her to manufacture for the two 
markets as we have allowed her to cultivate for the two markets. 
To try to go on as if we did not perceive this would be like 
trying to wheel a perambulator in front of a locomotive. Here 
again then, to return to the fundamental idea of these pages, 
the doctrine of the international division of employments 
breaks down and Free Trade breaks down, Free Trade de- 
pends upon ignoring international competition altogether, or at 
least upon ignoring the fact that national interests through that 
competition may be collectively jeopardised in commerce no 
less than in war. Between the British farmer and the American 
farmer there was identity of employments and the former went 
under. 

Now it requires little imagination to perceive that in iron 
and steel our disadvantage must be greater than it was in 
agriculture, and the injuries that will be inflicted upon it must 
not only be more dangerous but must be nothing less than 
mortal. There is identity of employments between the British 
ironmaster on the one hand and not only the American iron- 
master on the other, but the German, the Belgian, the French 
ironmasters. So much progress has been made by the latter 
under the Méline tariff that even France has recently been 
selling pipes in the south of England at a price against which 
no British maker could quote. All foreign forces concentrate 
upon this market. The surplus of all the protected iron and 
steel industries of the world must flow in times of depression 
this way, and as they are all increasing their output faster than 
Ours increases, the aggregate of surpluses available for dumping 
in the only great consuming centre which has no tariff must 
become immense. We already receive nearly a million tons of 
foreign iron and steel. American competition, when once 
more directed towards this country by a financial crisis or 
otherwise, will double or triple that quantity. And identity 
of employment to that extent on the part of all his foreign 
competitors must make the position of the British ironmaster 
untenable. Mr. Chamberlain’s opponents cannot argue upon 
their own principles that the British iron and steel industry 
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will not be destroyed. They must argue upon their principles 
no less in this case than in the case of agriculture, that it pro- 
bably will be destroyed. The professors can only tell us in this 
case, as in the former, that we shall get another trade. What 
other trade? They certainly cannot tell us. 

For look into the matter and apply the dissecting knife to 
all the elaborate fallacies of this Chinese scholasticism, What 
compensation have we had for the displacement of agriculture ? 
How has it strengthened the position of our industry? The 
fewer persons there are upon the land the fewer are there to 
consume the industrial products of the cities. Has not the slow 
deterioration of our whole manufacturing position set in from 
the first and proceeded parallel with the rapid decay of our 
agricultural position? What staple industries have we since the 
destruction of agriculture that we did not possess before, or 
that countries like Germany and France which have preserved 
their agriculture do not possess? Our manufacturing pros- 
perity and the relative wellbeing of every class of society was 
never so great as in 1872, when wheat was 57s. a quarter, but 
then wages were at a height to which in more than one trade 
and district of the country they have never since returned. 
Wenn der Bauer hat Geld so hat's die Ganze Welt. The farmer was 
flourishing, but every interest in the nation flourished with him. 
The success of our textile trades was at a height they have not 
reached since, taken as a whole. In iron and steel we still pos- 
sessed not merely supremacy but the equivalent of monopoly. 
The only main department of our trade which has shown any 
increase sincethe rural interest was depressed has been the manu- 
facture of machinery—which like coal and capital is to a certain 
extent a suicidal export equipping the textile trades of other 
countries with the weapons of competition—and the purely 
distributive business of shipping, which makes its profit indif- 
ferently from the exports which develop British industries and 
from the imports which may displace them. That cheaper food 
has made the people happier is true, but it has not made the 
nation stronger. We have not known how to combine, as Mr. 
Chamberlain at last proposes to do, cheaper consumption with 
successful commerce, There has been no addition to the pro- 
ductive power and competitive energy of the nation at all 
equivalent to the waste of sun and rain and earth—the only 
forces, as Adam Smith points out in one of his finest passages, 
which are always ready to produce if we will let them. As a 
matter of national economy the national waste consequent upon 
a derelict agriculture is a thing which must be measured and 
deducted from what we gain by sacrificing cultivation to the 
immediate—not necessarily the ultimate—interests of manu- 
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facture. That is the only way of calculating the net profit to 
the nation. But if we have had no real productive compensa- 
tion for the decay of agriculture, still less is it possible that 
British capital or labour can find any compensation for the 
ruin under the present fiscal system of such an industry as 
iron and steel, 

XIV 


In the urgent interests, therefore, of our home production and 
our foreign trade alike, wemust change the system under which the 
basis of our industrial success and mercantile predominance has 
been more deeply weakened in a single generation than they had 
been at any period throughout the two centuries that lay between 
the adoption of the Navigation Laws under Cromwell and the 
introduction of free imports under Cobdenism. Our industries 
are the great pillars of which empire is the entablature, though 
in a sound structure its noble weight in turn should steady 
the columns. But in thirty years, as we see, Germany has 
risen to first place in purely foreign trade (leaving America out 
of the comparison for the moment, since her supremacy in 
volume of exports is due as yet solely to her agriculture) ; the 
United States has become the greatest cotton manufacturing 
country in the world, and is appearing in all the Eastern 
markets which have been the preserves of Lancashire; the great 
Republic, again, raises more coal than we do, and makes nearly 
three times as much iron and steel; while Germany in these 
industries has at last reduced us to the third place, though her 
output was contemptible and declining by comparison with our 
own when Bismarck shook off the economic superstition which 
still fetters our intelligence. 

We have now to crystallise our criticism before entering upon 
reconstructive principles. The industrial problem of England 
is the problem of home production. 

We have instanced the relative position of the three leading 
manufacturing powers with reference to iron and steel. The 
same consideration applies to the whole range of national in- 
dustry. Consider the commercial relation in which these three 
countries stand to each other. By our imports from America 
and Germany under the free imports system we strengthen their 
home market to the extent of over £150,000,o00— estimating the 
value of the goods they send us in the country of production 
before shipment. But by the exports we send them under 
their tariff system our home market is strengthened annually by 
only £50,000,000a year. Apart from all questions of freight and 
commission—distributive and financial profits—it is certain that 
upon the balance of the transaction we promote the productive 
energy of our rivals three times as strongly as they promote 
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ours, They must gain upon us therefore, and they do, and 
those who secure the advantage in productive power by such a 
system of exchange will ultimately have it in transport also and 
in finance. Mr. Pierpont Morgan’s greatest service has been in 
awakening us to this fact; and the Cunard subsidy was the 
reply and the right reply, the return to the spirit of the Navi- 
gation Laws and of the old mercantile system—the spirit of 
tenacious self-interest which is the only possible principle of 
sane policy, and served the nation in better stead than all the 
cosmopolitan delusions we have tried as a substitute. The 
Cunard subsidy was a direct and necessary breach with Free 
Trade. The country will realise that there is no stopping at 
that precedent. 

But if the actual relation of the three great markets is such 
as we have described in point of value of trade, what is the 
influence of that fact upon competitive conditions? There, we 
repeat, is the marrow of the matter. The three countries together 
contain a population of nearly 180,000,0o00—the United States, 
78,000,000; Germany, 58,000,000; England, 42,000,000. 
The American trader’s position is the best. He makes with 
equal freedom for the two richest markets—his own, where the 
tariff gives him a monopoly, and this one, where he is as free to 
ply his trade against ours in competitive business as in any 
State in the Union. His field of free sale therefore contains 
120,000,000 of people, and he is sure of two-thirds of it. The 
German merchant has the next best position. His field of free 
sale contains 100,000,000 of people, and he is sure of the larger 
half of it. The British trader’s field of free sale, this island, 
contains only 42,000,000 of people—and he is sure of 
none of it. How can any reasonable mind demand of him 
that he shall display equal competitive power ? It is as impossible 
for him to do so as for a shop with a small custom to compete 
against ashop with a large one. The analogy isexact. Let us 
now work it out in more detail. In the first place, the British 
manufacturer must play for safety only. He must be forced 
into under-production and for thisreason. If he have asurplus 
owing to a sudden shrinkage of demand in the home market he 
cannot save himself by selling it abroad even at cost price, 
because tariffs ranging from 17 per cent. ad valorem in Germany 
to higher scales of duties elsewhere must be paid by him and not 
by the consumer. He cannot sell abroad therefore except at a 
prohibitive rate of loss, and as in times of depression he finds 
himself undersold on all sides by foreign competitors even in 
his own market, his whole production must be dead loss. He 
must therefore avoid over-productionat all hazardsanddoes. This 
is why we are slackening down throughout our whole industrial 
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system, and why we show less enterprise in business than any 
other nation and less progress. Yet the natural energy of the 
race was never greater than it is to-day, The “apathetic English- 
man” isa myth. Hestill possesses upon theaverage more physical 
vigour than any other race, and when he again feels himself living 
in an age with real causes to fight for, with great aims to pursue, 
and with a sense of national driving-power restored to national 
existence, it will be seen that there is nothing the matter with 
his mind. But he cannot give his full measure in business. 
He is in the grip of a theory which he does not really believe in, 
but which seemed in some mysterious manner to be the un- 
changeable policy of his country, so that he ceased to have any 
clear thought whatever upon the subject of fiscal policy and the 
true principles of commerce. He cannot compete with his 
rivals in their market, and in his own market he is under dis- 
advantages to which none of them are subject. That is the 
Englishman’s position, It is not conducive to progress. A 
country compelled to avoid over-production and confined to 
a policy, relatively, of under-production must fall more and 
more behind, since another disqualifying factor, as will be seen 
soon, enters into the problem. 

The situation of the American and German manufacturer is 
that he can afford to play not for safety but for fortune and to 
pursue in every direction of business a progressive and aggressive 
policy. The tariff maintains a higher level of profit in every 
way, but not at the expense of the consumer. For the increase 
in wages as well as profits goes everywhere with the extended 
enterprise of capital and the increased demand for labour. 
Mr. Stephen Jeans, of the British Iron Trade Association, has 
declared that he knew of cases in America where production was 
from 25 per cent. to 30 per cent. less than the lowest cost of 
production he had ever heard of in this country although the 
wages of workmen across the Atlantic were far higher. We 
may also instance the case of the boot and shoe-factory in 
Massachusetts where a German inquirer found ‘that all the 
workers received 15 dollars a week and the cost of labour 
nevertheless was only 40 cents a pair, while in German boot- 
factories the men received less than 4 dollars a week, but the 
cost of their labour was 58 cents on a similar pair of shoes. 
Both in America and Germany the monopoly of the home 
market does not mean indolence and inefficiency as all the 
early theories of Free Trade told us would be the case, but it 
does mean more energy in the pursuit and inventiveness in the 
methods of business than we have seen in this country since we 
learned to think that “free imports” were in themselves the 
One blessed and all-sufficient law of national business. The 
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tariff in a word justifies itself by its sheer efficiency as an 
economic instrument. For what really creates enterprise is 
the inducement of profit, not, as Cobdenism with its shallow 
view of human nature thought, the pressure of competition. 
Where competition prevails under unequal conditions, as in this 
country, it becomes a discouraging factor. Foreign competition 
being shut out from the home market industrial capital is in 
the enviable position of possessing both higher interest and 
better security. It encourages to the utmost, as our system can 
never do, progress, invention, enterprise, if you like, speculation ; 
production and if you like over-production. The recurrence of 
over-production is the sure sign of expansive vigour in a com- 
mercial society. It was our own complaint in the days when 
our profits were highest. The tariff thus stimulates home out- 
put to the utmost. But now let us see what happens when the 
internal vigour so nourished seeks an outlet in a country like 
Ours under free imports and possessing enormous consuming 
power. The foreign competitor, with the secure profit of his 
home market behind him, can afford to sell at a very small 
profit in this country in order to make a trade and he makes a 
trade by degrees as we have cause to know. But when that 
trade becomes considerable, we have this situation. The 
tariff encourages foreign production by high profits and dis- 
courages British production by high duties; the free-sale 
facilities of this country again increase foreign production and 
depress British production in identical employments. But 
the governing factor of successful production is quantity of out- 
put. You build a factory and have the ordinary fixed charges 
in connection with it. If you double your output without 
building a new one, your profit upon the second half of your 
production must be much greater than upon the first half, at 
equal prices. You can afford to sell the second half at lower 
prices than the first and still make the same profit. You can 
sell the second half at a price actually below the cost of pro- 
duction for the first half and still make a profit. You can 
always, therefore, hopelessly undermine a rival who only turns 
out half your output, by selling below his cost of production, 
while still making a profit for yourself. We may conceive the 
process as follows : 


FIRST-HALF OUTPUT. * SECOND-HALF OUTPUT. 
Cost of production . 100 Cost of production . 95 
Profit, 10 percent. . 10 Profit . ‘ . . 15 

Price . ‘ . 10 Price . ‘ « If 


But now let us see how the second half might be sold at a 
profit below the cost price of the first : 
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Cost of production for first-half output , ; ‘ - 100 

Cost of production for second-half output . ; » 95 

Profit at 5 per cent. . . . ° . - 4 
Price. ‘ - — 902 


The actual transactions in business life are doubtless a less 
simple matter than these conventional figures suggest, but they 
may help to explain the mechanism of underselling to the 
large numbers of Englishmen who find difficulty in under- 
standing how it can pay the foreigner to sell below the cost of 
production. To increase output is to cheapen cost. We have 
shown how the tariff stimulates foreign output. It is also 
stimuated indirectly by “free imports” here. Our system 
reduces our productive energy, while the American and the 
German systems sustain at the maximum the productive energy 
of those nations. The tariff also facilitates those great capitalist 
combinations which are indispensable to the efficient organisa- 
tion of modern business, All of us, like Mr. Roosevelt, while 
recognising the uses of trusts, object to the abuses, but all of us 
must see that we too must learn to construct businesses upon a 
greater scale, and to conduct business in a more daring temper. 
Nowhere are large combinations more needful than in this 
country, and nowhere’ would they be less dangerous. The 
Trade Unions form a counterpoise here which does not exist 
elsewhere. Trade Unionism cannot attain among the cosmo- 
politan millions of the Republic the power and the solidity it 
possesses among our homogeneous people. 

We see the working of the protected against the “free 
imports” system in the history of the German crisis. With the 
collapse of the home demand the Kartels had their remedy, and 
were saved from the worst consequences of adversity. Free 
imports were an invaluable safety valve, and we have seen the 
part they played in relieving the German market and throwing 
the worst consequences upon the British iron trade. The 
larger German works kept their hands in employment by 
forcing up the export trade 50 per cent. If that resource had 
not been available, the domestic market of the Fatherland 
would have been far more demoralised than was the case, and 
German competitive power, by comparison with our own, 
would have received a blow from which it would have taken 
years to recover. It is a significant fact that in 1901 German 
exports declined in the case of almost every single country 
upon the Continent as well as in the case of the United States. 
There was only one important exception. It was, of course, 
the country under free imports. The ensuing table is not 
without interest. While our European trade has fallen off 
heavily in the last two years, the figures (from the Szatistisches 
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Jahrbuch, 1903) show how our chief competitor finds consider- 
able compensation amongst ourselves, under all circumstances, 
for any shortcomings on the part of her other customers: 


GERMAN Exports To GREAT BRITAIN. 


1897 . . £35,000,000 1900 . . £45,600,000 
1898. + 40,000,000 TQO0I « + 45,800,000 
1899 . + 42,500,000 T9002 . - 48,300,000 


This means what every clear business head among the 
Kaiser’s subjects, and many hot Pan-German ones, have learned 
to realise since-the Birmingham speech, that the prosperity of 
German trade is absolutely dependent upon this market, and 
that British statesmanship will be able to secure the “ most- 
favoured-nation” treatment for Canada at any time if the 
people of this country show, by their reception of Mr. 
Chamberlain’s policy in the forthcoming campaign, that they 
mean our attitude to be vertebral and not molluscous when 
foreign interference with the internal affairs of the Empire is 
concerned. We return to the moral we have endeavoured 
to enforce. When over-production in other countries co-exists 
with free importation into this country, the result of every 
foreign crisis must be a violent recoil upon British industry. 
That is to say, we are forcibly condemned to under-production 
by foreign over-production, and, therefore, to a slow but 
continual weakening of competitive power. A financial crisis 
in America, as we have shown, must indefinitely aggravate that 
process. Dumping is not only a positive injury to the confi- 
dence and morale as well as to the pocket of capital in this 
country ; a still graver objection to it is that it saves our 
competitors from the worst consequences of their own crises. 
Both Germany and America have now an output far above the 
normal absorbing power of their markets, but they rely upon 
being always able, in case of need, to keep their works moving 
and their forges employed by stopping English manufactures and 
disbanding English labour. A British tariff checking iron ~ 
and steel imports into this market would have, in a few years, a 
very striking effect. It would mean that we should recover 
primacy in iron and steel upon this side of the Atlantic, and 
should be a better second to America than she imagines. 

We have now worked oat the thesis with regard to the effect 
of free imports upon foreign trade and the home market. They 
have lost us our supremacy in the one: they jeopardise our 
existence in the other. Free imports are turning us more and 
more into a nation of distributors and middlemen. There are 
whole streets in the City of London almost exclusively occupied 
by foreign agents or by the agents for foreign firms. These 
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streets represent the Intelligence Department of foreign compe- 
tition, and no one can accuse this Intelligence Department at 
least of being undermanned. Its legitimate business is to be in 
close touch with every part of British life, and to spy out the 
industrial nakedness of the land. The British manufacturer is 
better known to his competitors in many respects than he is to 
himself. The campaign against British business is promoted in 
this way with as much effect as though it were concerted, and 
at every moment of our waking lives some British consumer is 
being ingeniously tempted to injure the interest of some British 


‘producer and to promote some foreign interest. As a result, 


while distributive, commission and agency businesses and profits 
increase in this country prodigiously, our productive power, in 
which alone a nation can find the permanent guarantee of its 
prosperity, is checked, enervated and reduced. The fatal feel- 
ing spreads through the country that we are on our defence, 
and have reason to be content so long as we do not lose too 
rapidly or too much, and while public incidents like Mr. Pierpont 
Morgan’s attempt to corner the Atlantic are avoided. Influenced, 
more or less consciously, by the whole feeling of Englishmen 
in his time that there was something predestined and permanent 
in our manufacturing monopoly, Cobden’s ideal of Free Trade 
was an ideal of commercial conquest. His vision was that the 
products of our superior employments would reign in all the 
markets of the world while all nations poured into this country 
in tribute the products of their inferior employments, This is 
what Bismarck meant when he called Free Trade the weapon 
of the strongest, and asserted that England could never have 
adopted it if she had not first developed through several centuries 
of ruthless protection an irresistible power. America also, if in 
some remote day she should have developed her whole indus- 
trial forces to a point making her certain of crushing every rival 
—even America, which has been the protagonist of protection 
almost from the first moments of her independent history, might 
then adopt Free Trade. But for a country which has ceased 
to feed itself; which cannot carry on a single one of its more 
important industries without importing the raw material ; which 
is repelled by hostile tariffs from the ports of other nations who 
have developed manufacture for themselves, and are no longer 
dependent upon its markets for anything but coal ; which can 
count not one main industry secure ; and which is not first and 
not even second in iron and steel, which is more and more 
excluded abroad and more and more invaded at home—for 
such a country free imports are no longer a sane policy. If 
they are a possible policy for those who think that we are con- 
demned by our fate to sink quietly and comfortably into 
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Batavian repose as a second-class power, they are not a possible 
policy for any one who believes that there is no reason why we 
should lose productive supremacy upon this side of the 
Atlantic, or why we should forfeit our place in ocean trade 
within any period with which the vision of modern mankind is 
concerned. 


XV 


For the maintenance of empire and of our historic place in 
commerce and upon the seas, and no less for the progress of a 
crowded nation in a little island, two aims must be clearly and 
unflinchingly pursued. 

The first aim, as we have indicated, must be the security of 
the home market. From the purely commercial point of view 
it is many times more valuable than all foreign and colonial 
markets put together. For a vast self-contained country like 
the United States the importance of foreign commerce is 
infinitesimal by comparison with that of internal production and 
exchange, except indeed for agriculture, which must still export 
its surplus if it is to make a profit upon its entire cultivation. 
Germany has mainly created her present wealth by the develop- 
ment of her home market. The interests of the home market 
have always been the first care of wise legislation. And this 
for an obvious reason. An international transaction may be at 
the best of about equal profit to the two countries between which 
it takes place. But a home transaction of the same kind is 
twice the immediate gain to the country within which it occurs, 
for each party to the transaction profits by it, but both profits 
belong to the same country. This is a principle of which 
America has never lost sight, and her firm grasp of it gives the 
clue to her tariff legislation for a century. It does not mean 
that there is to be no foreign commerce. What it means is 
that foreign commerce may be as large and profitable as 
possible, but that it must interfere as little as possible with the 
development of the home market. America, as we have ex- 
plained in earlier pages, had to realise from the beginning that 
commerce is co-operative where it represents the mutual service 
of different international employments, but is competitive where 
it represents the conflict of identical employments. All real 
competition that succeeds against an internal employment must 
be partly damaging. The home market has lost an order which 
would conduce to its development, while some foreign country 
has got that order, contributing to its possibly hostile wealth, 
and by transactions of the same kind frequently repeated the 
home market may lose not an order only but an industry or 
many industries. All great nations but ourselves—having 
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never known that old implicit belief in our natural monopoly 
which explains all our modern commercial policy—have 
recognised the danger to be real, and have preferred not to 
incur it. 

They ,have found by experience that human nature is very 
differently constructed from what the early school of free 
importers supposed, and that it is, on the whole, more stimu- 
lated by encouragements than by penalties. So far is State 
support from debilitating commercial vigour that it has been 
found after all that enterprise is keener and more strenuous and 
inventive when it is secure in its profit than when it is exposed 
to loss. And the United States has been on the whole firm in 
her conviction throughout her history that the best fiscal policy 
in the interests of national wealth is that which makes it as 
difficult as possible for foreign competition to decrease total 
wealth by defeating the efforts of any individual citizen. There 
are some citizens for whom the State can do nothing, but the 
majority in their various walks of life are average men, neither 
inspired beings who delight in difficulty, and would be success- 
ful anywhere and under any circumstances, nor incompetents 
for whom it is useless to provide opportunity. For the average 
man in business at large the Republic has found that the most 
effective thing to do is to give him the chance in the field of 
domestic enterprise of making all the dollars there are, either 
in competition or in combination as he chooses with other 
American citizens, but reasonably free from foreign attempts to 
reduce or minimise his profits to the possible disadvantage of 
the State. Cobden left out the interest of the State altogether, 
for although he thought that the relations of individuals were 
governed by competition he also imagined—it was, we repeat, 
the fundamental contradiction—that the relations of nations were 
really founded on fraternity. His whole doctrine rested upon a 
theory of “natural aptitude” fitting every country for some 
particular industry. If a home trade was beaten by foreign com- 
petition that was a proof that the country had no “ natural apti- 
tude ” for that trade, and would do better to let it go and find 


- another. That was the cardinal fallacy of Cobdenism. We now 


know that there is no such thing as “natural aptitude” in 
this absolute sense. Hverything in manufacture flourishes in 
America under the inducements provided by the McKinley and 
Dingley tariffs to national enterprise. But have we a “ natural 
aptitude” for anything ? Coal and iron are no exclusive 
possession of ours. Every country provided with coal and iron 
can compete in every industry we possess. Upon Cobden’s 
theory of “natural aptitude” it would appear that the one 
industry in which we are inherently fitted to maintain an 
VOL. XLII 15 
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everlasting superiority is—agriculture !—the yield of English 
land in bushels of wheat per acre being still unrivalled anywhere 
in the world. America from the first knew better. She did 
not want division of employments: she wanted identity of 
employments. America did not want to exchange with our 
goods: she wanted to exclude them in order that internal 
production might be as various and vigorous as possible, that 
domestic exchange might be as active and reproductive as 
possible, and that she might create, as she has done, the most 
powerful home market in the world. 

For this economic idea she had authority in the famous 
passage from Adam Smith which the majority of Englishmen 
will read to-day with attention and conviction. No one has 
explained so well that a domestic transaction increases national 
wealth far more speedily and certainly than does an inter- 
national transaction : 


The capital which is employed in purchasing in one part of the country 
in order to sell in another the produce of the industry of that country, 
generally replaces by such operation two distinct capitals that had both 
been employed in the agriculture or manufacture of that country, and 
thereby enables them to continue that employment. When both are the 
produce of domestic industry it necessari)y replaces by every such operation 
two distinct capitals which had both been employed in supporting productive 
labour, and therefore enables them to continue that support. The capital 
which sends Scotch manufactures to London and brings back English manu- 
factures and corn to Edinburgh, necessarily replaces by every such operation 
two British capitals which had both been employed in the agriculture or the 
manufactures of Great Britain. The capital employed in purchasing foreign 
goods for home consumption, when this purchase is made with the produce of 
domestic industry, replaces, too, by every such operation two distinct capitals, 
but one of them only is employed in supporting domestic industry. The 
capital which sends British goods to Portugal and brings back Portuguese 
goods to Great Britain replaces by every such operation only one British 
capital. The other is a Portuguese one. Though the returns, therefore, of 
the foreign trade should be as quick as those of the home trade, the capital 
employed in it will give but one-half the encouragement to the industry or 
productive labour of the country. 


But what would Adam Smith now think of the relative 
advantages of home and foreign exchange if he could have lived 
at a time when the foreign party to the bargain so manipulates 
the return transaction by hostile tariffs as to prevent the plain 
exchange of goods for goods? When we purchase imported 
manufactures we always excite productive activity in the foreign 
country from which we buy them, but we may, and generally 
do, restrain some British manufacture by depriving it of an order 
it might have received. Nor need any other sort of productive 
activity be excited amongst us to pay for the foreign import. 
The demand for our manufactures abroad being universally 
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repressed by legislation, we pay for the foreign goods by our 
shipping services as distributors, or by the interest accruing 
abroad on our accumulated wealth. But the preservation of 
productive power, as we have repeated again and again, is the 
sole guarantee of continued wealth, and the system of free im- 
ports at home and hostile tariffs abroad by which we con- 
tinually develop the productive power of competitive nations 
who do their utmost in return to prevent by their laws the 
development of our creative industry—that is a system of 
suicidal insanity which tends with every year to.bring the 
manufacturing development of our rivals nearer to our own. 
Success is relative. When artificial inequality of oppor- 
tunities is created by our rivals we have only one rational 
course. It is of the utmost importance that our manufacturers 
should have in their home market the same advantage and 
encouragement that all their foreign competitors have in their 
various home markets. It is no less important that our foreign 
competitors who now increase their output by working freely 
for the British demand against British capital and labour, should 
be placed under exactly the same disadvantages in this market 
that they choose to impose upon us themselves. Under equal 
conditions we shall see, for the first time, what is the real 
measure of national force on each side, and what is the real 
economic aptitude of each country. When Germany has no 
more leverage in this market than we have in hers the result 
will be a check upon German output and a stimulation of 
British output which will probably show in the long run that 
the balance of natural advantage is still upon our side. Home 
production, as for centuries no country knew better than 
England, is the original cause and last security of a nation’s 
welfare. The creative not the distributive functions must ulti- 
mately decide commercial position. President Lincoln put the 
matter with excellent terseness when he maintained the extent 
of production rather than the cheapness of consumption to be 
the true measure of economic progress. ‘ When we import 
what we might produce we get the goods, but the other country 
gets the money ; but when we produce for ourselves we keep 
both the goods andthe money.” That isasabre-cut of common 
sense which makes shreds of a certain manifesto. The Man- 
darins of “ political” economy—for once well named—may be 
left to deal with this aphorism as they can. It is vital to this nation 
that we should alter a system threatening to turn a great pro- 
ducing nation into one huge distributing agency for foreign 
goods. Youare told that Abraham Lincoln was wrong and that 
the American people—they of all persons—have been misunder- 
Standing their true interests for a century. Do not believe it, 
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XVI 


That is the problem of production. There is also a problem 
of exchange, which for us must be more serious than it ever can 
be for .any other nation, We alone of all the great 
manufacturing nations have overturned the equipoise between 
city and country, between agriculture and manufacture, which 
must always be the ideal of a sound State. We are stating the 
fact, not condemning the action. The circumstances of 
England were such as to necessitate a vast preponderance of 
industrial population. But in the golden days of Cobdenism 
— its golden-idol days—the historic sense was in abeyance, and 
England had forgotten that as the House of Commons is wiser 
than any of its members, England is always more and greater than 
her people. For we are the beings of a generation, and shall 
pass in our brief time, but she, if we are true to her, will endure. 
She was greater than anything in our time before we had the 
honour to be her children, and may be greater again than is 
now dreamed by those of us who most believe. But when we 
think of her, and for her, we must think in generations— 
looking before and after. It is oursto keep the historic mould 
unbroken. Burke, like Adam Smith, may be claimed by both 
sides in every Imperial controversy, but we may be confident 
that with his majestic sense of national continuity, he would 
have held that in the case of agriculture, a compromise 
ought to have been made between the sense of historic 
responsibility and that of immediate cheapness. If develop- 
ment had been steadied, we might not have had the commercial 
uprush of the ’sixties and early ‘seventies in so exciting a 
form, but it isin every way probable that we should have had on 
the whole a stronger manufacture as well as a more flourishing 
agriculture than we have to-day. But these are vain regrets, 
and taking the nation as it is, we must consider the policy 
adapted alike to its Imperial position and its social needs. 

Even Mr. Chaplin does not dream of preference accom- 
panied by a five-shilling duty on corn against the Colonies, 
For all practical purposes we must regard ourselves as a nation 
permanently dependent for the food of its people and the 
crude material of its manufacture upon seaborne supplies. If 
we were a nation merely, that position in its ultimate sequel, how- 
ever long delayed, could not be other than fatal. But as we 
are more than a nation—as we are an empire, which we 
are learning more and more to regard as a whole—that position 
must suggest the vital principle of our whole Imperial system. 
If we had no Colonies, or only in the sense that France or 
Germany have them, our commercial position would now be 
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hopeless. Cobden thought, as we have seen, that free imports 
of corn would promote the grand division of labour—the 
industrial island on one side retaining for a long period its 
manufacturing monopoly, and on the other side an agricultural 
world with endless possibilities as a field of consumption for 
our goods and as a field of supply for food and material. Cobden 
declared his belief that if Free Trade were adopted the people of 
the United States would spread themselves out upon the land 
“to plough and sow and delve for us,” and that urban labour 
would quit its miserable efforts to establish manufacture, and 
would flock back to the fields. This was the theory of 
division of employments in what may be called its crudest 
form. It would have been as wise to found a currency 
upon the statement that there are three money-metals, gold, 
silver, and copper, and that those who had only the latter to 
begin with would not want to have the former. But at 
that time the necessity of balancing imports and exports by a 
plain exchange of goods was implicitly accepted by the majority 
of the country. If we threw open our ports to an inrush of 
foreign food, there would be an outrush of manufactures. 

This is the theory that failed. In our incautious trust in 
these shallow phrases which expressed no necessary law 
whatever, but merely described temporary facts, which were 
not long to prevail, we became what we are now—the only 
great nation in history which has allowed itself to become 
dependent on foreign food and raw supplies. (We do not say 
external food and raw supplies observe, but foreign.) Here 
again while such a state of things lasted we could never feel 
that sense of national security, that feeling of having its fate in 
its own hands which ought to belong to every independent 
people, and must belong to any people which would build 
its power upon a solid base. We do not control our 
means of existence. We have an overwhelming fleet to protect 
the transit of our supplies when they are once upon the sea ; 
but what if they should never get there? What then? Count 
Cassini, a few years ago, made a serious proposal to Washington 
that Russia and America should pool their wheat interests and 
raise the price against the world. The United States and we 
are fortunately upon more friendly political terms than at any 
time since the War of Independence, and the American people 
will take it rather as a compliment than otherwise if by a change 
of fiscal policy on our part we should flatter them by the 
sincerest form of imitation. But the relative position is one 
that America on her side would not consent to occupy for a 
day without taking means to alter it. And the commercial 
position is no less prejudicial than the political is weak. From 
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America we receive some 66 per cent. of our total food-supplies 
—and she takes in return less than ro per cent. of our manu- 
factures. America on her side threw into the waste-paper 
basket long ago the tacit contract upon which the nation was 
induced to adopt free imports. Our statesmen in the days 
of the old mercantile system knew very well what they were 
about in spite of their theory of attracting treasure. They 
tolerated no trade which encouraged the production of other 
countries more than our own. The conviction that increased 
food imports would mean increased manufactured exports was 
the very root of Cobden’s thought upon this subject. He was 
right in his purpose, however rash in his method. That a 
full interchange of goods for food would always take place 
under free imports was the promise. Had it been realised it 
would have been as impossible to reverse free imports as to 
restore Jaisser faire. But it is now necessary to appeal from 
Cobdenism to Cobden and to change the outworn method of 
his policy in order to secure the really vital aims he had in 
view. It remains to discuss from this point of view the fourth 
proposition with reference to exports : “That in British exports 
to British possessions, and in them alone, during the last thirty 
years there has been a great and steady increase both in 
quantities and values.” How completely our commercial 
supremacy as a whole has been saved by trade under the flag, 
and how absolutely the future of our maritime power depends 
upon the economic relations between the Mother Country and 
her colonies and dominions throughout the world, we shall 
now see, 

The summary up to the present point may be thus given : 

(1) The interests of national production demand that the 
British manufacturer shall have the same advantages in his 
hoine market that his competitors enjoy in their home markets. 
This is the first condition of an adequate improvement upon our 
part in competitive power. 

(2) The interests of our maritime ascendency, since our 
industry depends on one hand upon imports, demand that we 
should also secure freer markets for our exports. 

(3) The interests of the Mother Country demand the ex- 
change of manufactured goods for food and raw material to a 
far greater extent than now.” 

(4) The interests of the Colonies demand the promotion of 
British manufactures in order that the Mother Country, being 
by far the greatest consuming centre in the world for imported 
agricultural produce, may promote in return the development 
of Colonial cultivation. 


(5) The permanence and security of the Empire demand that 
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it should be as self-supporting as possible and should become 
so not only as completely as possible but as rapidly as possible. 

(6) The problem of Imperial power is a problem of Imperial 
economy, and the only solution conducive to the effective unity 
of our political system for purposes of defence—while consistent 
with the fullest freedom of self-government and the commercial 
development of all its portions—lies in preferential trade. 

In one sentence our whole future as a people, if we wish to 
keep the place we hold, depends upon the degree of success we 
shall secure in the attempt to realise this broad conception—a 
strong home market as the centre of a self-supporting Empire. 
This is the object of Mr. Chamberlain’s policy. His action in 
raising the issue has been, not wanton, not mistaken, not 
premature. Sooner or later the issue had to be raised. 
Facts would have forced it upon us at some future period, when 
our policy might have been in weaker hands, when the inclina- 
tion of the Colonies to conclude a commercial union with the 
Mother Country might have passed away, and when the damage 
to our industrial and mercantile position under the present 
system might have been far more difficult to repair, We are 
fortunate that the question is brought forward by a statesman 
fit to grapple with it, and at a time when the conditions for a 
successful change of policy are more favourable than they have 
been for many years, or may ever be again. 


XVII 


The Empire depends upon our commerce, Our commerce 
depends upon the Empire. To our grasp of that truth we 
owed the original possession of our supremacy both in territory 
and trade. It was a truth never forgotten by Englishmen or 
by British statesmanship or British traders, in the days before 
the Great War, when, as we have seen, the extent of our 
triumph led us to change the principles upon which we had 
been unconsciously preparing for such a conflict through 
centuries. The genius of the sea mastered the genius of the 
land. The supreme mind and ambition of Napoleon were 
foiled by our fleets, and the attempt to close the commerce of 
the whole Continent against us by the Berlin decrees was 
rendered impotent by the fact that the seat of our manufac- 
turing monopoly was insular, while Europe could dispense 
neither with our manufactures, nor with the Colonial and 
Eastern supplies which we alone controlled. This was the end 
towards which our policy had been working with unexampled 
continuity since the time of Elizabeth. France, with the excess 
of population and internal wealth she possessed at that time, 
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and with her splendid fertility in every manner of talent, failed 
in the contest for Empire because she pursued two aims— 
Continental ascendency and Colonial ascendency. Even her 
resources were not equal to the task of realising both. She 
did not permanently succeed therefore in realising either. 

That was not a fault of judgment in her statesmanship, 
but was the consequence of her geographical position. Never- 
theless, had she been able to concentrate her force upon 
naval purposes, she might have secured the mastery of the sea, 
If she could have concentrated her whole strength upon her 
military purposes her permanent frontier would have stretched 
along the left bank of the Rhine from Basle and Mayence to 
Antwerp and Rotterdam. We being an island, with a popu- 
lation too small for any lasting effort of continental conquest, 
were compelled by nature to pursue one aim alone and we 
therefore achieved it—Colonialascendency. Sea-power cannot 
in itself be an object. It is the means to anend. It was not the 
sole condition of our purely insular safety in the days when we 
could still feed ourselves, and when there was sufficient military 
force in our population to repel any invader who might succeed 
in reaching our soil. If we look not at the theoretical fallacies, 
but at the practical methods of the mercantile system we shall 
see that it was an old-fashioned form of pure McKinleyism 
bent upon securing that the process of international ex- 
change should never have the effect of displacing home 
production by foreign production. The extraordinary tenacity 
with which this idea was pursued is seen in the fact that the 
woollen trade in Ireland was suppressed because it threatened 
to become a seriously competitive manufacture, and the linen 
trade was established instead, so that the development of one 
island should not interfere with that of the other. These were 
the unjust and impolitic exaggerations of the system, but we see 
how clear and resolute was the aim—the security of home pro- 
duction. By the old Colony laws we took care to monopolise 
the importation of raw materials and exotic produce from them, 
and to monopolise the supply of manufactures and other home 
exports to them. Cromwell’s great Navigation Laws, which 
Adam Smith, though opposed to the rest of the system, thought 
the wisest of all the commercial regulations we had ever 
adopted, excluded foreign vessels from the carrying-trade of the 
Empire, and further reserved for British ships the transport of 
Colonial produce to foreign countries. The theories upon which 
all this was done were ridiculed by the classical economists in 
the days when as we have said the historical sense was in abey- 
ance, and the extent of our triumph had blinded us to the 
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natural insecurity of our Imperial situation.. The newer historical 
school of economists in this country has discovered that the old 
system secured the creation of the Empire. Its practical effect 
was tremendous. The expansion of England, as Sir John Seeley 
has shown, was effected by commercial wars. The cause of 
our mercantile supremacy did not lie, as modern free importers 
would have us think, in our trade with foreign countries. It 
lay in the security of our home production, in our monopoly of 
Colonial and Indian supplies, and in the completeness with 
which we had turned both these advantages to account for the 
purpose of securing the mastery of the seas, the consequent 
control of the world’s communications, and therefore the control 
of the world’s trade. 

In widely different circumstances we have once more to con- 
sider the adaptation of means to ends. Our position is again 
much more like what it was before Chatham than like what it 
has been since. But there is one thing above all to which it 
is utterly unlike, and that is the period of manufacturing and 
mercantile monopoly after Waterloo which led to the adoption 
of Free Trade. It was a policy suited for many immediate 
purposes to the conditions of that time. But the better 
adapted it was to those circumstances, the less probability is 
there, on the face of things, of its being equally suited to our 
circumstances, The past of our Imperial trade has been con- 
sidered. Our next step is to consider its present and its 
future. 

We have seen that, in strictly competitive markets, our trade 
apart from coal is declining, and that taking Europe and the 
United States, as a whole, it has been stagnant for thirty years 
in spite of the vast increase of their population and of ours. 
In neutral markets we have held our own, thanks mainly to 
our peculiar political relations with Egypt and Japan. For 
trade not only follows the flag, it follows Lord Cromer and it 
follows close international friendships with countries that are 
not competitive. Our trade with neutral markets outside 
Europe may stand outside the argument. It would not only 
be fully maintained under a preference policy but would be 
improved by any recovery on our part of productive force and 
political prestige. But when we leave all the records we 
have given of slow decay, of stagnation, or of slight improve- 
ment in the various classes of our foreign trade and turn to 
the statistics of Imperial trade, we have an extraordinary con- 
trast. 

At the time of the repeal of the Corn Laws our relations 
with India were stil! what they remain now, the most important 
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asset of our export trade, but our commerce with Australia, 
Canada, and South Africa was insignificant. That fact accounted, 
in no small degree, for the Little England sentiments of the 
time. The United States, next to India, were our best customers. 
It seemed clear, therefore, to the mind of the Free Trade school, 
mistaking very temporary conditions in this as in other direc- 
tions for eternal truths, that trade did not follow the flag and 
would rather be improved than otherwise by the disappearance 
of the flag. They were irritated by the preferences under the 
old tariff given to Colonial sugar, timber, and grain. Canada 
was invited to separate. That worthy and very able man 
according to his lights, Mr. J. R. McCulloch, expressed with 
uncompromising clearness the view of the Colonies, held not 
only by him but by Cobden and Bright and the whole school 


of economic thought which reigned supreme after the repeal of 
the Corn Laws. 


The expense of the Colenies is a very heavy item in the national expendi- 
ture—far more so than is generally supposed. Not only have we been subject 
to discriminating duties on foreign articles, that similar articles from the 
Colonies might enjoy the monopoly of our markets, but we have to defray a 
very large sum on account of their military and naval expenditure. There 
are no means by which to estimate the precise amount of this expense, but 
it is notwithstanding abundantly certain that Canada and the islands in the 
West Indies cost us annually in military and naval outlays upwards of 4 
million and ahalf!* ... With the exception of the outlet which they afford 
to emigrants (which, however, is not so great as that afforded by the United 
States), it would be difficult to specify the peculiar advantages we derive 
from our Colonies in North America. They furnish but few, if any, articles 
which we might not import as cheaply, or cheaper, from elsewhere, and if we 
said their occupation costs us, directly and indirectly, the sum of £2,000,000 
a year, we are pretty confident we should be within, rather than beyond, the 
mark. Some if not all of our West Indian Colonies are in the same, or nearly 
the same, predicament. And, on the whole, it would appear probable that 
we should gain, rather than lose, by providing, under judicious regulations, 
for the independence of our Transatlantic dominions. 


These were the sentiments of all Free Trade economists in Mr. 
Cobden’s generation. We wonder how we acquired an empire 
in absence of mind. It is more wonderful far that the 
Empire survived our first efforts to think about it. The dis- 
covery of the Australian goldfields, however, transformed the 
situation, and gave us two first-class markets within the Empire 
where we only possessed orie before ; and the value of Canadian 
trade began to grow, though so much more slowly than American 
as to encourage the Manchester school in its conception of 
eternal truths in politics. The complete Free Trade system was 
established in this country in 1860. This date, therefore, is a 
* Italics in original. 
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useful point of departure and the following table gives the totals 
of our Imperial trade during the last forty years (shown at 
intervals of maximum and minimum trade) : 


BrITIsH Exports To BRITISH POSSESSIONS. 


£: £. 
1861 (max.) . £42,200,000 1882 (max.) . £84,800,000 


1862 (min.) . 41,900,000 1886 (min.) . 75,700,000 
1866 (max.) . 53,700,000 1890 (max.) . 87,400,000 
1868 (min.) . 49,900,000 1894 (min.) . 72,800,000 
1872 (max.) . 60,600,000 1g00 ° * 94,400,000 
1879 (min.) . 61,000,000 1902 . + 109,000,000 


Increase in annual trade with 


: 000,000 
Imperial markets since va £57;000, 


It is this trade alone which has enabled us to retain our 
commercial supremacy. Without it our export trade would be 
far smaller than that of Germany and barely equal to that of 
France. Our whole commercial future depends upon the 
degree to which we may succeed in retaining and improving 
our magnificent advantage in Imperial trade. Its development 
of that advantage would be secured by the policy of preference. 
It is certain that under our present fiscal system we shall not 
only fail to extend our Colonial trade, but we shall fail to retain 
it, and our status as an Imperial and trading power will sink 
with the decay of the foundation upon which it was built in the 
days of the Navigation Laws and the old mercantile system. 
The following table shows the magnitude of the issue at stake 
by a comparison between our exports to our chief Colonies 
and possessions and our exports to the principal foreign 
nations : 

BRITISH ExporTs, 1902. 


To BririsH COLONIEs. 


To India and Ceylon . £34,000,000 
To Australia and New 


Zealand R ‘ eee 
To South Africa . + 24,000,000 
To Canada and New- 

foundland ee 


To West and East Africa 3,000,000 


To West India, Guiana, 
&c. ‘ . es 


To Straits Settlements 


aud Hong Kong . een 
To other Imperial mar- 
kets. ‘ : a 


£109,000,000 


To CERTAIN FOREIGN COUNTRIES. 


To Germany and Holland £31,000,000 
To United States . + 24,000,000 
To all South America 


and Mexico . } Seneeeee 


To France ° ‘ + 15,000,000 
To Russia ‘ ‘ + 9 000,000 
To China. > ° + 7,000,000 
To European Turkey 

and Persia . } aed 


£109,000,000 


The foreign figures are selected for a purpose. They are 


meant to show in the first place that even if we excluded India 
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from the discussion (for it is the cue of the Cobden Club to 
maintain that the value of Imperial trade depends upon India 
and not upon the Colonies) we should still see that we export 
as much to the remainder of our possessions as we do to the 
four greatest world-powers besides ourselves. In the second 
place this table should bring into true focus some of our ideas 
as to the relations between trade interests and foreign policy. 
We allow the West Indies to be ruined by the bounty-fed 
attacks of Continental sugar-interests, and we remain un- 
disturbed. When we hear of our trade being threatened in 
Manchuria or Persia or European Turkey, we protest that our 
future as a people is at stake. But our exports to the West 
Indies and some of our other unconsidered possessions in 
tropical America and Africa are more important than all our 
trade with Manchuria, Persia and Africa put together. Our 
trade with Canada is now larger than our trade with Russia, 
and our trade with South Africa since the end of the war has 
been larger than the whole of our exports to South America, 
larger even than the whole of our exports to the United States, 
The value of our total Imperial trade is greater already than 
the value of our commerce with all the European Continent ; 
it is larger apart from our American imports (and to those we 
shall come presently) than the whole of our trade with all the 
world outside the European Continent. 

But there are yet other considerations. When we consider 
the character as well as the bulk of our exports we shall see at 
once that as a support to our producing power and to our vital 
industries our Imperial trade is already more important than all 
the rest of our trade put together. Lest any supporter of Mr. 
Chamberlain should be suspected of partiality on this point let 
us quote from a Free Trade writer who is singularly clear- 
headed and accurate in statement and far more moderate and 
discriminating in opinion than most others of his school. Mr. 
J. W. Root observes in his book on the Tvade Relations of the 
British Empire: 

Nor is this trade to be estimated merely by its volume, at any rate as far 
as the exports of the United Kingdom are concerned. Much the same 
expense is incurred in raising a hundred, or a thousand, or a million bushels 
of wheat in Canada as in the United States, and, under normal conditions, 
the same is true as regards the sugar of the West Indies and of continental 
Europe. Of the eventual selling prices received in a British market, much 
the same proportion is distributed in each case between labour and other 
incidental costs. 

But it is in the outlay of this distribution that the great difference arises. 
Germany may take an even larger proportion of merchandise in payment for 
what it sells to the United Kingdom than Canada. And yet in the real value 
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of the two there is no comparison. Most of what Germany gets of British 
production, exclusive of coal, is of crude, or at the least partially manufac- 
tured, material, pig iron, cotton, and woollen yarns, and a miscellaneous 
assortment of articles for further use in manufacturing industry, of which a 
great part of the value is represented by the material they contain, originally 
of foreign import. On the other hand, Canada purchases the iron in its 
more finished stages and fully manufactured cotton and woollen fabrics, in 
the value of which the wages paid to British labour figure much more exten- 
sively, as far as actual benefit to the United Kingdom is concerned ; therefore 
more is derived relatively from exports to Canada than from shipments to 
Germany. 


And the same writer goes on to sum up the case in this decisive 
fashion : 


In highly finished manufactures, such as clothing and wearing apparel of 
all kinds, of which the wages of labour constitute the principal element, there 
is almost invariably an overwhelming preponderance in favour of Colonial 
markets, and in some of the more highly finished forms of iron and steel, as 
well as of other manufactures, the same remark applies, only not quite, 
perhaps, to a similar extent. On the other side, the only highly finished 
manufactured goods in which foreign countries exhibit a great preponderance 
are various kinds of machinery, destined eventually to intensify the compe- 
tition with British manufacturers. On the whole, it is, perhaps, no exaggera- 
tion to say that there was more money left to circulate (1901) within the 
United Kingdom as the result of the export of £102,000,000 of British and 
Irish goods to Colonial possessions than from £178,000,000 to foreign countries, 
and, were the item of coal eliminated, this assertion might be made without 
a moment’s hesitation. 


Mr. Root well explains the comparative value of Canadian 
trade. That trade in the last five or six years has well nigh 
doubled in amount under the preference policy. Yet the 
Cobden Club is not content, and the organ of “ passive resist- 
ance” to the Education Bill and of “ passive assistance ” to the 
Empire tells Canada to withdraw the preference clause and to 
clap her highest tariff upon British goods as the best way to 
avoid all further difficulty with Germany. If we need any 
further demonstration of the fact that Imperial trade, though 
nominally smaller in value, is in reality a far greater support to 
our vital industries than the whole of our foreign trade, we shall 
find the proof among the data given in the huge volume upon 
Colonial Trade and Colonial Administration, recently issued by 
the Bureau of Statistics at Washington. The following table 
illustrates the general increase in our exports of finished manu- 
factures to British possessions and the general decrease of our 
exports of the same articles to all foreign markets : 


FASE ERISA 
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CERTAIN BRITISH Exports, 1869-1900. 
Exports in Exports in 


Articles. I - 1900. Increase. Decrease, 


Per cent. Per cent, 
Apparel and slops— 

To foreign countries. 702,601 751,922 7.0 

To British possessions . 1,689,716 4,534,824 168.4 
Haberdashery and millinery— 

To foreign countries . 1,897,293 268,713 

ToBritish possessions . 2,687,662 1,265,738 
Total of articles of personal 

use and attire— 

To foreign countries . 3,651,258 1,926,208 

To British possessions . 6,690,174 9,064,960 
Beer and ale— 

To foreign countries . 516,206 544,171 

To British possessions . 1,376,510 1,216,381 
Haftdware and cutlery— 

To foreign countries . 2,576,402 1,098,639 

To British possessions . 1,016,907 1,041,099 
Total of articles of domestic 

consumption— 
To foreign countries . 5,306,365 6,183,325 
To British possessions . 5,790,762 10,781,392 


Total of articles of personal 
use and attire and of do- 
mestic consumption— 
Total exports » 21,438,559 27,955,885 


To foreign countries . 8,957,623 8,109,533 9:5 

To British possessions . 12,480,936 19,846,352 59.0 
We see very clearly in this table where British trade has been 
injured in the era of foreign competition, and where the British 
manufacturer and his workmen have found their compensation. 
Another set of tables in the same monograph contains the follow- 
ing comparison for some particular articles. It shows, as will 
be seen, that of the whole export of these goods taken together, 
a steadily increasing percentage goes to British possessions : 

PROPORTION ExPoRTED TO BriTiIsH PossEssions IN 1869, 1876, 1900. 


x 1869. 1876. 1900. 
Articles. Per cent. Per cent. Per cent. 


Apparel and slops . ° 70.6 88.6 85.8 
Hosiery (stockings and socks i. 48.1 62.0 89.8 
Haberdashery and cpiiid _ 57-1 76.1 82.5 
Hats. . ‘ % P 67.9 56.0 62.1 
Boots and Shoes - ‘ . : 76.5 87.5 85.0 . 
Blankets and flannels. ° ; 57.0 74-7 81.1 
Umbrellas ‘ ‘ ‘ ‘ ‘ 56.9 74.4 87.8 


63.5 78.5 82.5 


Total articles of personal use 
and attire . ‘ ; 
Total value of articles . . £9,500,000 £10,800,000 {11,000,000 
Value exported to — 6,000,000 
possessions . ° e 


8,500,000 9,100,000 
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Another table still takes our three greatest staples—cottons, 
woollens, iron and steel—and shows that over a period of 


twenty-five years, ending in 1900, the ensuing comparison may 
be made : 


BRITISH Exports oF CoTTons, WOOLLENS, AND IRON AND STEEL, 1876-1900. 
To BritisH PossEssIONs. To ForEIGN COUNTRIES. 


1876. 1900. 1876. 1900. 
Half manufactures . £3,300,000 £3,600,000 {19,000,000 £22,000,000 


Finished manufactures 34,500,000 43,600,000 59,000,000 58,000,000 


£37,800,000 £47,200,000 {£78,000,000 £80,000,000 


Here again we see that we must rely upon Imperial markets 
for the progress of our trade both in character and value, 
Again, let the issue be explained in yet another fashion. Mr. 
Chamberlain in a speech at the Constitutional Club made a slip 
in figures which had the effect of awakening the country to a 
sense of the real facts. If it is not true that the white colonists 
of the Empire purchase {10 per head of British goods annually, 
it is true that they purchase £5 or £6 per head annually where 
foreign countries on the average purchase to the extent of five 
or six shillings per head only. A Canadian citizen on the 
average is many times a more valuable customer than the 
American citizen. Individual Australians and New Zealanders 
purchase twenty times as much of our goods and thirty times 
as much of our higher manufactures as does the ordinary Con- 
tinental. This is one of the most important facts, perhaps the 
most important of all the facts, connected with the present con- 
troversy. The increase in the populations of Europe and 
America is of no value tous. It does not increase their demand 
for British goods. Their consuming capacity, so far as we are 
concerned, is limited by law. Home manufacture under the 
tariff develops at the expense of foreign. But in the Colonies 
the case is different. There the consuming power of the 
Colonies as a whole (and this has become as true of Canada 
under the preference clause as of the rest) increases more rapidly 
than does their population. If we can stimulate the growth of 
the great self-governing communities of the Empire both in 
wealth and numbers the reflex action will give an equivalent 
stimulus to our outward trade. This would not be a matter of 
chance, It would be a certain result of Mr. Chamberlain’s 
policy. The slow increase of population in all the leading 
Colonies was perhaps the most remarkable disappointment of 
Imperial politics in the last generation. We allowed the vast 
majority of our emigrants to lose their nationality and to swell 
the great competitive population under the Stars and Stripes, 
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with consequences that we have felt of late and shall feel more 
severely. We have quoted the quintessence of the Little 
England doctrine from the orthodox pages of Mr. J. R. McCulloch, 
That doctrine was natural from the point of view of those who 
thought an emigrant would be an equally valuable customer 
whether he remained a British subject or not, and that the 
prosperity of commerce would not be injured in any way by the 
separation of the Colonies. We now know that British trade 
follows the British flag as regards the Colonies and India to 
twenty times the extent that it would follow any foreign or 
separate flag put up in the same places. 

Again, let us repeat the fundamental idea. Every great 
Power possesses identity of employments with our own. Every 
great Power but ourselves seeks exclusive markets. They 
secure their home markets by tariffs, which always means that 
British trade in manufactured goods ceases finally to expand 
in these directions. But they also endeavour to secure an 
advantage for their trade in every market over which they 
possess a political control. Germany claims to be a pious 
exception, since she does not discriminate in her own favour 
in her own colonies. But she only keeps an open door because 
the house is empty. The trade of the German colonies is not 
worth cornering. If it were, it would have been secured long 
ago. We have seen what our trade with our Colonies means. 
To understand the extent of our privilege let us glance at the 
figures for the trade of Germany with her colonies : 


GERMAN Exports TO GERMAN POSSESSIONS, 1902. 
To German East Africa . ‘ » £125,000 
» South Africa ‘ + 230,000 
i West Atrica js « 300,000 
Kiaouchow ° . ‘ e 345,000 
», German New Guinea, &c. . . 30,000 
” Samoa e ® . © ® 25,000 


Total , ° «  « £1,055,000 


The annual sum of German trade is one million pounds for 
one million square miles of territory, which explains the self- 
denying ordinance that Germany has adopted. But the United 
States, as a result of the Spanish-American War, has taken 
vigorous efforts to secure a preferential position in Cuba and 
the Philippines. America is strongly in favour of the hospitable 
principle of the open door in the case of other householders, 
but she has no intention of departing from “home market 
principles” with regard to any territory over which she can 
exercise direct influence. Britain and the Colonies together 
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may possess for their mutual advantage, if they choose, by far 
the greatest “home market” in the world—the British 
Empire. 

XVIII 


The decisive importance of Imperial trade for the preserva- 
tion of our position in the world, and therefore, of the national 
prosperity we enjoy isin reality not a disputable issue, The 
Cobden Club can only cover itself with confusion when it 
declares with amusing inconsistency that lower tariffs in Canada, 
and therefore freer exchange with the Mother Country, have 
been of no value to the latter. It is not needful to break this 
butterfly upon the wheel of elaborate argument. It is sufficient 
to point out that our exports to Canada since the preference 
policy was adopted five years ago have risen from {6,000,000 
to nearly {11,000,000 in annual value. If they increase in 
the same proportion, in another ten years, and in view of the 
rapidity of Canadian development that would take place under 
preference there is no reason why they should not, weshall be 
exporting when we are all a decade older £20,000,000 a year 
of British manufactures to the Dominion. That would make 
Canada what India and the Australian Colonies are now—more 
important customers than any Continental nation is, and more 
important than the United States is in average years of trade. 
Meanwhile, the situation is shown with all imaginable simpli- 
city and effectiveness, in a set of official figures compiled a few 
years ago by the German Government. The figures do not 
come down later than 1895, but any relative change that has 


occurred in the interval will not affect the broad moral of the 
comparison. 


PERCENTAGE OF TOTAL WoRLD’s TRADE, REPRESENTED BY 
THE COMMERCE OF DIFFERENT COUNTRIES, 1895 
(WoRLD’s TRADE TAKEN AS I00). 


Per cent. 
United Kingdom alone. 17.4 


United Kingdom with its chief octeaies ont possessions . 30.5 
German Empire . 10.8 


United States 9.2 


From the point of view of total commerce it will be seen that 
the British Empire, as a whole, is far more important than Great 
Britain separately. The aggregate commerce of the United 
Kingdom is about £850,000,000. The total trade of the 
Colonies with countries other than Great Britain is according to 
a recent return about £250,000,000. The total annual com- 
merce of the Empire, regarded as a whole, amounts, therefore, 
to the stupendous annual sum of about £1,200,000,000. And 
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this is practically all ocean trade. That is the point to be 
grasped. A great proportion of the traffic in the German 
returns is a purely land traffic, and a considerable part of the 
imports and exports of the United States pass across the 
Canadian and the Mexican frontier lines. The ocean-borne 
commerce of the Empire, as a whole, is by nature, and so long 
as the Mother Country remains prosperous must continue to be, 
far greater than that of any other State for generations to come. 
It is now three times as large as that of the United States, and 
about seven times as large as that of Germany. In that fact, 
if we know howto use it, lies our security. The British Empire 
only needs to understand itself in order to assure its future, and 
for the British Empire to understand itself simply means that 
the Mother Country and the Colonies must understand each 
other. What is now needed is not sentiment but organisation. 

A contention that must be noticed at this point is, that the 
trade between the Mother Country and the Colonies will 
progress by itself as it has done in the past, and that we can 
reject the wishes of the Colonies without injuring our com- 
mercial position in the Colonies. This is a profound error in 
thinking, and if we are misled by it, will mean a fatal error in 
action. For thirty years our foreign trade as a whole has been, 
relatively to that of other countries, in a state of arrested 
development or distinct decline. Our supremacy in Imperial 
markets is invaluable and immense, but it is not so great 
to-day as our commercial supremacy in all the world seemed 
to be in 1872. If Mr, Chamberlain’s policy should be rejected, 
another generation will make our trade supremacy even 
within the Empire a thing of the past. That will mean the end 
of the Empire. Our position is threatened already from several 
sides. 

It is threatened in the first case by foreign competition, 
especially by that of the United States and Germany. A 
recent Board of Trade Return laid before Parliament for the 
purpose of this inquiry, showed that in the decade 1890-1900, 
foreign trade with our Colonies and dependencies, had increased 
far more rapidly than our own. The detailed figures may be 
summarised as follows :— 


CoLoniaL IMPoRTs. 


From the * From British From Foreign 
United Kingdom. Possessions. Countries. 


1890 . £II1,000,000 £33,600,000 £51,200,000 
1900 . 117,000,000 46,300,000 80,800,000 


Year. 


Increase {6,000,000 £12,700,000 £29,600,000 


These figures are doubtless not so alarming as they look, 
since a considerable part of the imports from foreign countries 
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are non-competitive, but when we investigate the details of this 
part of the question for ourselves, we find that the peril which 
threatens British trade even within the British Empire is a 
very real one. For this purpose we shall go not to the British 
statistical abstracts but to the returns of the foreign countries 
themselves. Take in the first case Germany, which now markets 
25 per cent. of its whole export within the British Empire. 
From the Statistisches Jahrbuch fir des Deutsche Reich for 1903, 
we take the subsequent figures showing how German trade 
with British possessions has increased by 100 per cent. in the 
last ten years :-— 


GERMAN Exports To BRITISH COLONIES (ACCORDING TO GERMAN 
RETURNS), 1893-1903. 


1893. 1902, 
To British East Africa i“. * « £25,000 £70,000 
” » South Africa .  . . 8 700,000 1,900,000 
” » West Africa . ° ° . 200,000 400,000 
», India, Ceylom, and Straits Settlements 2,300,000 3,500,000 
» Canada. . . ; ‘ ° ° g00,000 1,900,000 
»» West Indies . . ° ; ° . 50,000 100,000 
» Australia ‘ ‘ ‘ . ‘ ‘ 900,000 2,300,000 
Totalto Colonies. . . . « £5,075,000 £10,800,000 
To United Kingdom . ‘ ‘ + 33,700,000 48,300,000 
Total to British Empire ‘ - $38,775,000 £59,100,000 


This suggestive table raises visions as to possibilities in the 
future. At the same rate of progress this competition alone 
will begin within a measurable period to reduce our trade. In 
Australia it has already reduced it. The German agents in 
Melbourne, Sydney, and Adelaide, like their countrymen every- 
where, endeavour, although settled under the British flag, to 
advance German trade, and are meeting with obvious success in 
their efforts to open up trade connections with the Fatherland. 
In Australia, as elsewhere, the Merchandise Marks Act has 
worked disastrous mischief by advertising our competitors in 
every Colony, and placing the Australian dealer in direct touch 
with the German producer. The leading German newspaper, 
the Vossische Zeitung, the other day boasted of the extent to 
which Germans, in their relations with our Colonies, had become 
independent of our shipping, and it has been shown in the 
discussion upon the Port of London controversy, that a con- 
siderable part of our re-export trade has already left London, 
and gone to Antwerp, Rotterdam, and Hamburg. In the 
Board of Trade Returns for recent years, many little items 
may be noticed, which show that Germany is beginning to 
do part of our carrying-trade for us and to send us re-exports. 
We have travelled it will be seen far from the days of the 
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Navigation Laws and from Adam Smith’s idea of the wisest of 
all our commercial regulations. In India, the modest and 
enterprising Teuton is everywhere. At Bombay, Calcutta, 
Shanghai, Hong-Kong, heand his countrymen are constantly 
opening up new connections with their native country. They 
have their separate tables for tiffin and dinner in English clubs, 
and they talk their own language in a loud voice. During the 
war they talked anti-war also in a loud voice. Canada is penal- 
ised by the German Government because the favour shown to 
the Mother Country was supposed to be an injury to German 
trade—upon which no higher duties than before were levied. 
The offensive absurdity of the German contention in this res- 
pect is shown by the fact that German trade with Canada has 
continued to increase as though nothing had happened. This 
is partly accounted for by the fact that a third of the whole 
German export is sugar, but another considerable part of the 
increase represents dumped iron and steel and miscellaneous 
manufactures. It has been shown that the large order for 
locomotives which recently went to Glasgow would have gone 
to Chemnitz had it not been for our advantage under the pre- 
ference clause. That clause was a benefit to the Mother 
Country. It was not constructed with a view to reducing 
German trade, But if it is remodelled with a view to reducing 
German trade it will be successful in that intention, and Berlin 
will have itself to thank. Under pure Cobdenite conditions 
there can be no doubt that Germany will make rapid progress 
throughout the Empire at our expense. In 1872 let us always 
remember her foreign trade was insignificant by comparison 
with our own. She nowsurpasses us in foreigntrade. But we 
have a far more serious competitor than Germany. 

Our real rival in Imperial trade will be the United States 
unless we give ourselves the benefit of home market principles, 
and apply to the Empire in a moderate form of imitation the 
commercial policy of the Republic. In Canada we know how 
the proportions stand, We are Canada’s best customers by far, 
but in 1902 the Dominion received 60 per cent. of its imports 
from the United States, and only 24 per cent. from the United 
Kingdom. With a large part of the imports from the United 
States we do not compete, but among other items, including 
£2,000,000 of American textiles and £5,000,000 of American 
iron and steel, we should recover some millons of Canadian 
trade under an increased rebate in our favour. But a with- 
drawal of the preference clause, such as will presumably take 
place if Mr. Chamberlain’s policy—that is, Canada’s policy— 
should be rejected by the country, would be the death-warrant of 
our trade with the Dominion. The United States would seize 
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the chance to draw Canada into the reciprocal relations with 
the Republic that she had been unable to establish with the 
Mother Country. In that case Canadian citizens would buy 
from us in the end as American citizens buy—six shillings a 
head, which would mean the disappearance of the trade now 
carried on upon the forty-shilling-a-head basis owing to the 
preference clause and the Imperial connection. Our trade with 
Canada let us remember is already larger than our trade with 
any foreign countries except the United States, France and 
Germany. It is even now a first-class asset of our commerce. 
Its existence is bound up with Mr. Chamberlain’s success. 

In Australia the situation is even more serious, for Australians 
purchase from us not £2 per head as Canada does, but £6 per 
head. But the trade of the Republic with the Commonwealth is 
growing very rapidly. It has more than doubled in the last ten 
years. The rate of increase has shown no signs of pausing at 
any moment of that period, and there is no reason why Americans 
should not hope as they do to secure the superiority in commerce 
with the Commonwealth. The United States is almost self-con- 
tained. But the things en which she most depends, as it happens, 
are wool and tin. Australia has both wool and tin. America by 
striding across the Pacific to the Philippines has become the 
political neighbour of our continent colony. If the United States 
succeeds in concluding a preference treaty with Canada she will 
afterwards succeed in concluding one with the Commonwealth. 
In South Africa the progress of United States trade has been 
relatively more rapid than in Australia. In India there are 
experts well acquainted with the cotton manufacture upon both 
sides of the Atlantic, who believe that Lancashire will ultimately 
be ousted by the American cottons which are carrying the field 
in China. A recent compilation by the indefatigable Bureau of 
Statistics at Washington contained the figures for American 
exports of manufactures only to the various parts of the British 
Empire during the last ten years. The record is as follows : 

Exports OF AMERICAN MANUFACTURES TO THE BRITISH 


EmPIRE, 1893-1902. 
1893. 1902. 


To Canada . ‘ ‘ : £2;,200,000 £11,000,000 
» Australia. A ‘ ‘ 2,000,000 5,100,000 
» British Africa . : ‘ 500,000 2,100000 
» India ‘ ‘ ‘ ‘ 800,000 900,000 
» West Indies . é ‘ 300,000 600,000 
», Other Colonies ‘ ° 600,000 1,000,000 


Totalto Colonies . - £6,400,000 £20,700,000 
To Great Britain i ‘ 8,300,000 21,000,000 


Total export of American 


manufactured goods to £14,700,000 £41,700,000 
British Empire. 
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Put this list and the German list together. Our margin is still 
broad, but it has been narrowed during the last ten years, and 
again we see that existing methods offer no guarantees for the pre- 
dominance of British trade in the British Empire. The proba- 
bilities are that it will disappear in another generation of 
Cobdenism as our supremacy in foreign commerce has been lost 
in the last generation. 

A still more serious danger lies before us in the probable 
action of the Colonies themselves. We are mistaken if we think 
that rejecting Mr. Chamberlain’s proposals would leave things as 
they are. It would be seen within a short time to have left them 
far otherwise with respect to our trade prospects and our Imperial 
‘hopes alike. It is in our power to leave things as they are on this 
side. But as to leaving them as they are upon the Colonial side 
—that is a matter which will not depend upon us, and will be 
governed by the ideas of those who are slaves to none of our 
economic superstitions. The Colonies, like ourselves, desire the 
policy that would pay them best. They are mainly agricultural 
countries, and what they most desire is the development of 
agriculture. That is what will increase their population and make 
them great States. Except upon the basis of an extensive and 
flourishing agriculture no national manufacturing system can be 
built, But the Colonies, the Dominion and the Commonwealth 
alike, are now at the parting of the ways. They stand between 
the American ideal and the Imperial ideal. They, like the German 
people since the teaching of Friedrich List, who had lived in 
America, have been deeply influenced by the American doctrine 
of the home market. Both in Australia and Canada tenacious 
manufacturing interests are arising, who put business first in 
practice precisely as the Cobden Club does in theory. Their 
object, if they can secure it, is not to have lower tariffs against 
the Mother Country, but to have higher tariffs against her. They 
are not yet predominant in either of our greatest Colonies. If 
preference is adopted they will not become predominant at all in 
our time. Preference would place in Colonial hands the work of 
supplying the vast food consumption of the United Kingdom. 
It would do what Cobden hoped from his policy—it would create 
larger agricultural populations, but with a definite guarantee that 
their increased consuming power would mean a larger demand 
for British goods. Now what is certain is that in Canada and 
Australia alike the farmers under preference would be in favour 
of lower tariffs—perhaps in favour of as close an approximation 
to Free Trade with the Empire as revenue necessities permitted. 
In any case they would be as naturally in favour of minimum 
tariffs in favour of the Mother Country as the manufacturing 
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interests would be in favour of maximum tariffs against the 
Mother Country. But if Mr. Chamberlain’s policy were rejected 
the Colonies would have no reason whatever to pause in a policy 
of high protection strictly upon the American model. If we had 
refused preference for their agriculture in our market why 
should they extend any special consideration to British 
manufacturers by their tariffs. If we are to be committed to 
free imports by the refusal of preferential trade, we should see 
in the Colonies what we have seen in every foreign country. 
Nobody is called upon to give a special equivalent for 
advantages enjoyed by everybody. If the Colonies are not to 
have preference, there can be no reciprocity. Agricultural 
development will be slow if the Colonies are merely to win their 
way inch by inch against the United States, and if in return for 
taking the £6 of our goods per head, they are to have no better 
terms in our market for their goods, than if they bought from us 
upon the six-shilling scale only. In that case the demand of the 
manufacturing interests for higher tariffs will not be outweighed 
by the feeling of the agricultural majority in favour of lower 
tariffs. Either the great Colonies will find their account through 
preference in this market, or they will try to find it in a policy 
of McKinleyism for their home markets. In other words, there 
must either be preference for the agriculture of the Colonies in 
the Mother Country, or prohibitive duties in the Colonies against 
the manufacturers of the Mother Country. What that would 
mean for British industry we have already shown. If nothing is 
done to check the rise of McKinleyism in the Colonies, what will 
happen will be exactly what has happened in Europe and the 
United States. There also our trade, having reached a climax, 
will commence to decline, and this nation will decline with it. 
While we mouth the shibboleths of Free Trade, our trade will 
have finally ceased to be free, as ever since the national tariff 
movement began it has been ceasing to be free. A man in heavy 
fetters may be freely provided with food, but not allowed to do 
anything. That is our position with the system of cheap con- 
sumption and fettered production that, with our obsequious 
slavery to phrase, we call free trade. Our phrases may be as 
false as Iago, but if they once become sufficiently familiar, human 
nature will fall into the habit of taking them for granted. 
Probably some occasion has been given in the previous pages 
for “ obstinate questionings” on the part of Englishmen. Cob- 
denism will do for them with regard to Imperial trade what it has 
done for them in every other branch of their trade, and when the 
Colonies are closed like the rest, the British trader will realise that 
free imports have been carried to their logical conclusion 
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Manufacturers from all the markets of the world will compete 
against him on his own ground, and there will be no market in 
the world in which he will have a chance to compete. 

There is another danger which deserves a passing reference. 
The recent parliamentary return upon Imperial trade, showed 
how considerably Colonial exports to foreign countries are 
increasing :— 

CotoniaL Exports, 1890-1900. 


To the United To British To Foreign 
Kingdom. Possessions. Countries. 


1890 . £85,000,000 £34,000,000 £68,000,000 
1900 . 108,000,000 43,000,000 87,000,000 


£23,000,000 £9,000,000 £19,000,000 


The Colonies and India are largely producers of raw materials. 
Now the countries with the greatest productive power must 
become the greatest consumers of raw materials. The United 
States and Germany, for a number of years, have been increasing 
their demand for crude imports faster than we. If we allow for 
re-exports in the British totals given above, it will be seen that 
foreign countries threaten to become larger consumers of 
Colonial produce than we are, in which case the Colonies would 
be bound to allow them in return every facility for displacing our 
trade. To far-sighted men, this will probably appear the greatest 
danger of all. We can only counteract it by developing under 
equal tariff conditions, the productive activity of home manu- 
facture, and increasing its power of absorbing Colonial supplies. 
. Thus with the increasing activity of foreign competition within 
the Empire, a danger which will become much more intense 
from the side of America when speculation collapses ; with the 
certainty of high protection movements against the manufactures 
of the Mother Country if preference should be rejected; and 
with the fact that our power to consume the raw products of the 
Empire has not been increasing as it ought, we should see at last 
what Mr. Chamberlain foresees now. Unless we adopt the only 
policy in which we can find security by reciprocating the wishes 
of the Colonies for preferential trade the Colonies will become 
better customers for foreign countries and worse customers for 
ourselves. The fate of British commerce would then be decay 
such as has already commenced in our foreign trade ; decay even 
in our trade within the Empire, such as was taking place in Canada - 
before the preference clause was adopted ; and decay such as 
threatens the iron and steel manufacture in all the great industries 
of the land except the mining of coal for foreign account. The 
business future of the firm depends upon taking the Colonies 
into partnership. The firm must be John Bull and Sons, 
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XIX 


There is no such thing as eternal truth in modern economics, 
and when a professor of political economy tries to teach us an 
eternal truth we may be certain that he is talking ancient 
nonsense. What is a theory in pure science? It has been de- 
scribed as a condensed description of observed facts. It is also 
an attempted account of the relation between them. But unless 
the theory seems to be an explanation of all the facts and to 
exclude every other explanation, no one accepts it as true. When 
two explanations appear equally plausible and equally unsatis- 
factory as leaving some observed facts unexplained, neither can 
be accepted as true. When a scientist in the laboratory discovers 
the existence of -a single fact which the theory that he has been 
working upon does not explain, he knows at once what his 
business is. He accurately describes the new fact and questions 
the theory. Thus when we are dealing with true science and 
with things which can be watched, weighed and measured, every 
indisputable truth is soon verified by research and is accepted by 
all mankind as indisputable. No one questions the law of 
gravity, because no one knows of a case to which it does not 
apply. 

The British Radical, who believes he has a cosmopolitan 
mind, has always been in reality the most insular of beings. 
He believes that he possesses in free imports an eternal truth 
to which the remainder of mankind is blind. He thinks 
that the country which with most initial advantages has made 
least progress in the era of foreign competition, is guided by the 
only sound theory of business, while all the nations who have 
progressed most vigorously in the same period have been equally 
misled but have prospered by coincidence. The dismal science 
in this country puts its doctrinal pretensions higher than any 
science has ever done, and a number of British professors write 
in a body to the Times in order to assert that the most disputed 
ideas in the world are the least disputable. An attitude of this 
sort simply substitutes the repetition of formulas for the extension 
of knowledge, and the greatest of all our misfortunes under 
Cobdenism is that it should have trammelled, with this system of 
Chinese syllogisms, the English mind, once pre-eminent for 
freshness and original vigour. The Koranas we know exemplifies 
perfectly all the laws of Arabic grammar. This is regarded as a 
proof of its inspiration, but what it really proves is that the laws 
of Arabic grammar were drawn from the Koran. So in the case 
of the free-importing theorists who dogmatise in the name of 
universal law against the conviction and practice of the vast 
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majority of civilised people, we know their theory is not drawn 
from the facts but that their view of all facts is pre-determined 
by atheory. Political economy is in reality not a fixed science 
at all. It is a “working hypothesis” of human action under 
certain circumstances. But it applies to a sphere of infinite 
variety which includes the whole of life, and where the exceptions 
to every principle are so numerous that the most suggestive and 
penetrating of modern thinkers abroad have seen that they must 
give up the attempt to frame invariable rules. Political economy 
can lay down no doctrine suitable for all countries under all cir- 
cumstances. It must inquire what the circumstances are and 
discuss matters in relation to them. The modern economist in 
other words must be acquainted with the symptoms of his patient 
before he can prescribe. It is not an eternal truth that the patient 
is fat or thin. It is a matter of fact that he is fat or that he is 
thin and may require treatment accordingly. We adopted Free 
Trade because we feared no rivalry. America may adopt it at 
some distant day for the same reason. She will never adopt it 
for anyother. But we have learned that we are mortal and must 
have equality of conditions. We cannot continue with impunity 
to take all the odds—to give our competitors the immense ad- 
vantage of free access to this market and at the same time to 
endure every restriction that they choose to place upon us, 
“National economy” is a question of means and ends. What 
are our ends? They are the security of Empire and commerce. 
Both were secure before “free imports.” We have had an 
increasing sense of insecurity since. We know that under free 
imports the existence of England in her greatest days would have 
been impossible. She owed her security in Empire and com- 
merce alike to the most daring and stringent system of restraint 
that one nation ever imposed upon others—the Navigation Laws. 
We must consider our fiscal policy now without regard to the 
abstract contentions of any economic theory and with strict 
regard only to the practical adaptability of certain proposed 
means to certain great ends, 


XX 


The Empire can never be secure and commerce can never 
breathe the air of national confidence upon which its progress so 
largely depends until we feel that we are once again members of 
a self-supporting system commanding its own means of living. 
It is the unalterable law that in every sound and safe society 
agriculture must be internal to the State. For us it cannot be 
internal to the nation. But all the more is it essential that it 
should be internal to the Empire. Since we have sacrificed home 
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agriculture we must be dependent upon colonial agriculture, but 
not upon supplies that the Empire does not control. We must 
not only maintain a fleet to protect the transit of our supplies 
once they are upon the seas. We must ensure that under all 
circumstances so long as our naval power holds they shall reach 
the sea. That is a political aim indispensable to the recovery of 
our Imperial security. The second aim is of a more purely 
economic character. In the scantiness of our agricultural popu- 
lation we suffer under one of the greatest disadvantages that can 
affect manufacturing industry. Where there is a great agriculture 
and a great industry side by side the economic balance is perfect. 
There is complete division of labour and free exchange for 
mutual support. Cobden never imagined that his system would 
displace British agriculture to the extent we have seen, but he 
also imagined that if it did, we should merely change the direction 
but not the character of our transactions. If American farmers 
supplied our food they would take our goods just as the home 
farmers did, and agriculture under the American flag would be 
the same support to British industry as though it had flourished 
under our own. 

This was not only a mistaken but a disastrous view, and the 
influence it has exercised upon the industrial position of England 
has never yet been studied in this country with the attention that 
the subject deserves. The economic development of America has 
been carried to its present height by the simultaneous action of 
two forces—restricted imports and free exports. The system 
under which we are attempting to work is that of free imports 
and restricted exports. Grasp clearly that distinction. Reflect 
upon it a little and you will see that the success of the first 
system is due in an immense degree to the existence of the 
second. It is better to have a larger demand for your goods 
than a smaller demand. Hostile tariffs are, of course, a means 
of diminishing the demand for your goods and stopping your 
export wholly or partially. But to deprive a business of 
customers is the deepest injury you can inflict upon it. We 
cannot dogmatise upon the merits or demerits of Free Trade 
because Free Trade has never existed in the world. But we 
have had free imports. America by her access to this island has 
practically had free exports. Germany has free exports for a 
fifth part of her trade—the portion she now sends to this country. 
France in the same way has free imports for a third of her whole 
trade. Every country which sends goods to this island has, so far, 
free exports. The country which imagines itself to possess Free 
Trade is the only country in the world which does not enjoy 
anything in the shape of free exports. Now, let us consider the 
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advantage of the system to America. We become one of the 
main sources of her agricultural wealth—for that is derived from 
the consumer who pays for the corn. British emigration to 
extend the cultivation of the land, Cobdenism to provide a market 
for the production—these were the factors which built up more 
rapidly than would otherwise have been possible the greatest 
agriculture ever known. It was thought by the mercantile 
manufacturing classes in. this country that the British farmer 
only would be adversely affected. That was a profound error. 
It ignored the conditions under which a great manufacture 
arises. It can only arise upon the basis of a large cultivating 
population. Unless the consuming power exists within no tariff 
system can make industry prosperous. But where there is a 
thriving agriculture the demand for goods exists ready made, and 
the output of home manufacture must increase from the moment 
it is placed by law in possession of the field. It stimulates agri- 
culture in its turn and is stimulated by it, and so the mighty 
action and reaction is set up which has created the American 
home market of to-day, with all its immense productive force 
and consuming capacity. But the American home market has 
been, as we have seen, as much the creation of free imports as of 
McKinleyism. From the moment that America ceased to practise 
the division of labour for mutual benefit upon which the Free 
Trade idea depends ; ceased to keep up in reasonable measure the 
exchange of goods for goods ; and ceased to stimulate our manu- 
facturing production to anything like the degree in which we 
were stimulating her agricultural production, and therefore indi- 
rectly her whole industrial force, it was a policy of economic 
suicide on our part to build up the strength of a competitor to 
giant height upon such terms. Had we possessed a tariff to 
negotiate with we should have -been enabled to make much 
better terms. For the impunity which a policy of unconditional 
imports has given to protection has been one of the chief causes of 
the extent and severity of Protection. 

There is also a deeper danger. The transfer of our agri- 
culture not only outside the nation but outside the Empire 
destroys the economic basis of power. When the Shipping 
Trust was formed we were told in the House of Commons by 
members professing intimate business knowledge, that we could 
not stay the process by which oyr Atlantic shipping had begun to’ 
pass out of our hands. We say nothing now of the financial 
results of the first attempt. But it revealed the danger if the 
arguments upon which the transfer of the White Star Line were 
defended were true. We were told that the American railways 
controlled the situation, and could refuse freights to companies 
not in alliance with them, and that the financial groups behind 


ee, ta eee 


nee 


THE ECONOMICS OF EMPIRE 103 


the American railways could control our ships. There is no ques- 
tion that the danger will reappear, and that under present con- 
ditions the effort to transfer our Atlantic shipping to American 
hands must be ultimately successful. That would mean the loss 
of our maritime, and therefore of our naval supremacy. 

Mr. Chamberlain’s policy would make both secure. In this 
direction at least there is nothing doubtful. The {British con- 
sumer is the person who pays Atlantic freights, and he sometimes 
pays them, without knowing it, both ways, since the shipowner 
recoups himself upon homeward business for the less remunera- 
tive character of outward business. The British consumer, there- 
fore,:if he is wise politically and commercially, will take measures 
to ensure that the ships which he supports in the carrying trade 
shall be English ships. More. The British consumer is the 
person who pays for the corn. Morestill. The British Colonies 
can grow the corn ; and if we make agriculture internal to the 
Empire, we make the tonnage engaged in carrying our food- 
supply equally ours, and we make our mercantile power once 
more the natural effect and expression of aself-contained Imperial 
system. The security of our mercantile predominance can be the 
only sure and permanent guarantee of our naval supremacy. At 
present the British consumer pays the American railway rates 
upon his food-supply as well as the price to the American farmer 
and freight to British ships. Why should not this vast outlay go 
every year to the building up of British Colonies and the British 
Empire now that America has had the benefit of it for a genera- 
tion. When our American food-import becomes a Colonial food- 
import, with the line of supply completely British from end to 
end, our shipping supremacy will be as much a matter of course 
as the superiority of the United States in its output of iron and 
steel. Upon this condition the transfer of our agriculture to the 
wider shires beyond the sea would become the very security for 
Empire. Our food-supply must be raised upon British soil, and 
carried from British ports abroad to British ports at home in 
British ships. Politically, preferential trade is as important for 
our security as is the existence of the Navy, and more so than the 
existence of the Army. It would be as much worth paying for if 
need be, as either of those services, and we can secure it without 
adding a shilling to taxation, and with no increase of our 
burthens in any direction without an equivalent decrease in some 
other direction. Mr. Chamberlain’s policy would make the 
British Empire a natural system resting upon a natural base, 
when the vast importation of food-supplies and raw material 
upon which the Mother Country depends for her prosperity, her 
production, and her life, will be received to a main extent from 
British possessions. Colonial agriculture, British shipping, and 
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advantage of the system to America. We become one of the 
main sources of her agricultural wealth—for that is derived from 
the consumer who pays for the corn. British emigration to 
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the American railways could control our ships. There is no ques- 
tion that the danger will reappear, and that under present con- 
ditions the effort to transfer our Atlantic shipping to American 
hands must be ultimately successful. That would mean the loss 
of our maritime, and therefore of our naval supremacy. 

Mr. Chamberlain’s policy would make both secure. In this 
direction at least there is nothing doubtful. The {British con- 
sumer is the person who pays Atlantic freights, and he sometimes 
pays them, without knowing it, both ways, since the shipowner 
recoups himself upon homeward business for the less remunera- 
tive character of outward business. The British consumer, there- 
fore,.if he is wise politically and commercially, will take measures 
to ensure that the ships which he supports in the carrying trade 
shall be English ships. More. The British consumer is the 
person who pays for the corn. Morestill. The British Colonies 
can grow the corn ; and if we make agriculture internal to the 
Empire, we make the tonnage engaged in carrying our food- 
supply equally ours, and we make our mercantile power once 
more the natural effect and expression of aself-contained Imperial 
system. The security of our mercantile predominance can be the 
only sure and permanent guarantee of our naval supremacy. At 
present the British consumer pays the American railway rates 
upon his food-supply as well as the price to the American farmer 
and freight to British ships. Why should not this vast outlay go 
every year to the building up of British Colonies and the British 
Empire now that America has had the benefit of it for a genera- 
tion. When our American food-import becomes a Colonial food- 
import, with the line of supply completely British from end to 
end, our shipping supremacy will be as much a matter of course 
as the superiority of the United States in its output of iron and 
steel. Upon this condition the transfer of our agriculture to the 
wider shires beyond the sea would become the very security for 
Empire. Our food-supply must be raised upon British soil, and 
carried from British ports abroad to British ports at home in 
British ships. Politically, preferential trade is as important for 
our security as is the existence of the Navy, and more so than the 
existence of the Army. It would be as much worth paying for if 
need be, as either of those services, and we can secure it without 
adding a shilling to taxation, and with no increase of our 
burthens in any direction without an equivalent decrease in some 
other direction. Mr. Chamberlain’s policy would make the 
British Empire a natural system resting upon a natural base, 
when the vast importation of food-supplies and raw material 
upon which the Mother Country depends for her prosperity, her 
production, and her life, will be received to a main extent from 
British possessions. Colonial agriculture, British shipping, and 
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home production would be three links of a chain that nothing 
could shatter. 

No one denies the inherent capacity of the Empire to feed its 
people. Its resources are great enough to furnish five-sixths of 
the raw imported material worked up by our factories. A full 
third of the whole quantity carried into the country every year 
already comes from the Colonies and India. We receive crude 
supplies to the extent of over £100,000,000 sterling from foreign 
sources, but the vast bulk of the articles included in this great 
amount could be purchased within the Empire. Let us utilise 
the list drawn up by a Free Trade writer, whose apparent idea that 
because we are not developed we should take no measures to 
develop, shows a singular absence of depth. He meant his list 
to show that we do not produce within the Empire the larger 
part of the raw materials we consume, and therefore must con- 
tinue dependent upon foreign sources of supply. What the list 
really shows is that our raw stuff, like our food, might be and 
ought to be produced within the Empire, and that if we take 
steps to develop our resources we can procure an independent 
command of nearly all primary materials we require. Here are 
the items which account for the larger part of these imports from 
foreign sources ; 


Raw MATERIALS IMPORTED FROM FOREIGN COUNTRIES, IQOI. 


Cotton . ‘ 5 " ‘ ‘ £41,000,000 
Hemp . ° ° . : ‘ 3,500,000 
Seeds. ‘ ‘ . ‘ ‘. 5,000,000 
Timber . ‘ ‘ r . r 18,500,000 
Paper-making materials P ‘ 2,000,000 
Hides . > ‘ r ‘ ‘ 2,000,000 
Wool ‘ ‘ ‘ ; . ‘ 5,000,000 

£77,000,000 


These articles alone account fornearly three-fourths of our imports 
of raw material, and these and many of the others could be pro- 
duced under the flag. Mr. Chamberlain proposes no tax upon 
raw materials, but the stimulus that preference for wheat and 
meat would give to the agriculture of the Colonies would react 
upon the whole economic life of the Empire, and quicken its 
development throughout. The ideal of a self-contained Empire 
is supremely splendid but it is also supremely practical, and now 
that Mr. Chamberlain has given the impulse it will be achieved. 
When the imagination of England has once been touched by a 
sense of what this scheme means she will never be permanently 
content with any lower policy. . 

The Mother Country and the Colonies together can realise by 
preference the purpose for which Free Trade was invented, but 
which it has failed to achieve—the real division of employments, 
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which means an increasing and mutually beneficial exchange. 
It is contended that the Colonies have manufacturing interests of 
their own, especially Canada. That is the fact, but it presents 
no practical difficulty. The preference policy would mean freer 
trade with every part of the Empire. Weshould make our foreign 
imports, apart from raw materials less free, in order to make our 
exports freer, and this latter is the special kind of freedom that 
the future of our commerce requires. The actual terms we should 
receive inthe various Colonies would be a matter for separate nego- 
tiation. The amount of the preference duties placed upon foreign 
food-stuffs in the Mother Country would determine the reciprocal 
tariff reductions in the several Colonies. There will be sufficient 
time for the discussion of these details. It is enough to know 
that the adoption of a home tariff and preferential trade with the 
Colonies and India would mean the security of the Imperial 
market against foreign competition, and would double, 
when it had begun to make its effect felt, the competi- 
tive vigour of the British manufacturer. There would 
be a valuable increase in trade from the beginning, there 
would be an extraordinary increase of confidence, and that 
is what we need to restore our national keenness and efficiency. 
Whatever degree of preference we might give and receive, 
nothing can be more certain than these two main points : (1) that 
Colonial tariffs should be lower upon British goods, higher 
against foreign than they will be if Mr. Chamberlain’s policy is 
rejected ; (2) that if we drew our food-supplies and raw 
material from the Colonies, we shall send back a far larger volume 
and value of manufactured goods in exchange for them than we 
do now. At home a tax upon the foreign-manufactured and half- 
manufactured articles, which now supplant home industry, would 
in part be an aid to revenue when paid by those who cannot 
afford to lose this market, and in part a premium on home pro- 
duction and home enterprise. It would induce American 
capital and energy to settle inside the tariff with results as useful 
as when Edward III. set the precedent by bringing over the 
Flemings. It would not mean the sacrifice of our foreign trade, 
for every nation which has strengthened its productive force by 
adopting the tariff has increased its foreign trade. In our case, 
we should undoubtedly increase it, for other nations would do 
with us what they do with each other—they would offer 
reciprocity in return for lower duties—and so long as our tariff 
was upon a lower ad valorem level than that of other countries, 
which would be the case, we should be entitled to “most- 
favoured-nation treatment” precisely as we are now. By 
bringing special pressure to bear upon the classes of duties 
especially injurious to, British goods, we should make the “ most- 
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favoured-nation” clause a reality in many cases where it is now 
a nullity. 

These are the prizes. What is the price? It is afeather in the 
scale compared with the great plan of Imperial reorganisation 
which it would carry. Our business has been to discuss the 
permanent principles of Imperial economy, not the details of a 
plan which has yet to be unfolded. The amount of the proposed 
preference duties must be known before their real effect upon 
prices can be closely estimated. The Registration Duty made no 
difference to the consumer. A two-shilling duty on wheat would 
make next to none. A three-shilling duty would make the 
difference at the most of a halfpenny upon the quartern. In all 
these cases the consumer could be safeguarded with complete 
certainty by a readjustment of the sugar and tea duties. Those 
who maintain that the heaviest taxation on tea and sugar must 
always be better than the smallest on bread and meat, take up an 
obviously unpractical and untenable position. It is unquestion- 
ably possible to tax sugar and tea so severely as to cause 
more hardship to the consumer than would be caused by 
light duties on bread and meat. When Mr. Chamberlain’s 
definite proposals are made nothing can prevent them from 
being reasonably considered from this point of view. The bakers 
are already raising the quartern loaf by a halfpenny, but nobody 
is hurt, and nobody receives compensation. It is not certain 
that Mr. Chamberlain’s policy would raise the price of the 
quartern loaf, or the pound of meat, by a fraction, but if it did 
no one would be hurt, and every one would receive compensa- 
tion. The reductions on sugar and tea would keep the amount 
of the weekly bill what it was before, and with the aid of the 
revenue from the tax upon foreign manufactured goods, the 
introduction of preferential trade would be compatible with 
a reduction of taxation. It would restore the trade, the 
strength, and the historic policy of the nation. It would develop 
the Colonies, secure the sea, and revive the commercial progress 
of the Mother Country. It would make the Empire self- 
supplied and self-secure in peace and war. When Englishmen 
are asked to reject the greatest scheme of policy that has been 
put before them since Chatham they are not likely to sacrifice 
their birthright for a mess of pottage which they will not get— 
and at the bidding of those who can only provide them 
with messes of politics. When they come to the big fight they 
will fight it for the making of Empire and the re-making of 
England, 
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